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Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SCHEAUIE D)..ooverrrvercereereeeseeiseesseesseessseessesessssssssssssssssssssssssssssssssssssssnees | eessesssmssssnees 1,092,165 | covvovveereerercernereneeennnes [ eeerseeernneeennes 1,092,165 | ..oovvvrrereernn 1,117,257
2. Stocks (Schedule D):
2.1 PrEfermed SIOCKS.......cvuierieiicieciecieneee et niensentes. | snententesisnssnsnnsensennes | srernesnesnenensensentenses | o (U OO
2.2 COMMON SIOCKS.....cveurrererernrrererssseriseesssesssesssssssesssssessssessssssssssssessssessisnsssnnns. | nesssessssssssssmsssnesssnssines | onssssssssmnssnessnsssenssnes | oresesesssesssessesssenenss 0 [,
3. Mortgage loans on real estate (Schedule B):
BT FIISHIENS ... [ s | | o (U1 PO
3.2 Other than firStlIENS........c.ueieieiiieieirrrrreceni s [ st | o | o (VN OO
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDBIANCES)...v.vvviriciseriesisseie st ess s s s ssessess s ssessssssessesssssssssessenss | sssnssssssessesssssssssessesssssens | sosssessessssssesssssessssssnssesses | svsssssessssssssesessesssssens (U1
4.2 Properties held for the production of income (less §.......... 0
encumbrances)
4.3 Properties held for sale (less $
5.
6.
7.
8. Otherinvested assets (SChEAUIE BA)..........veereruerernnerisecesessesnssssssessssssssssns | conssesssssssssssssssssssssnnes | sonseessmssssssonsssssnnnesssnsees | connseessnmnessssnseessnnesesss0 [ ooneeenneeesnssesesesnneees
9. RECEIVADIES fOr SECUMHES. ... vevurerrrermeeerrcerererererseeeseessssesssssssessssesssssssssssssssssssssenses | crssesssessssssssmsssssnsssnsssns | sonesssssssmessssssssmsssssssnns | sreeessmssessssssnsssnsssssnness
10. Securities lending reinvested collateral assets (Schedule DL)..........cccovveeieiieicneieieens [ e | e (01 R
11, Aggregate Write-ins for INVESIEA @SSELS........cvurrrrerririrrrirrireierssieessessesessssssesessesssssesses | eesssssssssssssssssssssssssssanes (O [ (O [ [0 IR 0
12.  Subtotals, cash and invested assets (LINES 110 11).....cueveieireierreeieieieese e [ e 44923141 | oo (1] IS 44923141 | .o 35,991,109
13. Title plants less §.......... 0 charged off (for Title INSUFETS ONIY)........cuevereeererrireierireirinnens [ eerreereireennineessiesnsinniees [ reereeresnseseessssessesssenns | sensesessssensessesssssssneenens (01 U
14, Investmentincome due and 8CCTUEM............cocuuviiiciieiieiisiiisiniinesreessissseness | ceniesiesssenienees 211,363 | oo [ e 211,363 | oo 111,949
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in course of collection.............ccceees | covvrrrvvrirrerennnes 131,949 [ e 131,949 | .o 1,083,393
15.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PremiumS)..........ccccvevies | eeverserieisissireiesiesiseies [ e | cerseiesessse s [0
15.3  Accrued retroSpPECHiVE PIEMIUMS.........c.eieiurireierrieeseeneeseessesseesessessssssessssssssssesesss | sesesssesssssnssssessssessnssnsssnes | ersssessessnsssessesssssssssssessns | sesnsuseesssssssnsssessesensssees (01 R
16. Reinsurance:
16.1  Amounts recoverable from FEINSUIETS............ccireieeeieiierinrineineeinesnesinesnenes | revississisessssnesnesesines | eeeerieseessssessesesnsenees | e (VN OO
16.2 Funds held by or deposited with reinSured COMPANIES..........ccuevverrermreeieieresiens | crnsrsessesssiesssssesssssssens | cersresesssssesssssssssssesns | oo (U1
16.3 Other amounts receivable under reinSUranCe CONTACES...........cc.vcuiurrecrineriniins | rerireinissneneinesines [ erreriererssssssnsinees | s (U O
17.  Amounts receivable relating to UNINSUIEA PIANS...........ccevevcveeiricieeieiseteee e esiessieeines | eereesneseseesesissessesenes | cveveesissesssisesssssesssnnss | eeriessesisessessss e (01 T
18.1 Current federal and foreign income tax recoverable and interest thereon...........cccocovveees | eoveveeneiesesieesisiiens | e | e (01 U
18.2 Net deferred taX @SSEL..........vvvrrerrrrerererierereses s ressssssenssens | coessssessssssssssssssesssnnssses | sneessessssssssessnssssnssens | oo (U O
19.  Guaranty funds receivable OF ON EPOSIL..........ccccveiviiveieiieeie et sesessesses | sestrssiesessssesiessesssssieses | eereesesiessissesesssssessssens | sresssesessessesssssssessenes (U1 IR
20. Electronic data processing equipment and SOfWAIE............c.ccvevreeereieiesieeieseies e | eoverseiesiesesessssssssssssens | evvevessessssssssssssesssssesens | ceveesessesissessssssssesssensad 0
21. Furniture and equipment, including health care delivery assets ($.......... 0)eevereriereeriens [ e [ | e (01 R
22. Net adjustment in assets and liabilities due to foreign exchange rates..........c.covvivrenee | eerrrnrnrininsnensinrnenns [ | v (U1
23. Receivables from parent, subsidiaries and affiliates...........cccocoerervevereineveiieeseiieiiens | e 129,505 | ..ovovereriveereveseeiienns e, 129,505 | .cvevirrrrereinnns 807,629
24. Health care ($.....1,071,995) and other amounts receivable...............ewververenreeersersnns | cevneenriinnrennns 1,071,995 | oo | e 1,071,995 | ..o 1,370,627
25. Aggregate write-ins for other than invested aSSets.........c..coveeierieieieriveeissesissiins | oeresssiissessssessssesseaes {01 PO [0 PR [0 OO 0
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell AcCOUNLS (LINES 1210 25)......ucereiierireieireceseieesseseeseesstsesss st ssesssnsseses
27. From Separate Accounts, Segregated Accounts and Protected Cell Accounts.
28. TOTALS (LINES 26 @NG 27)......courvvvrrerreririecerienrseeesseeeseessssssssesssesssssesssssessssssssssssssssess | soeesssseesneees 46,467,953 | ..ooovererrcecrcii (V) 46,467,953 |.......coccce.... 39,364,707
DETAILS OF WRITE-INS
1101. .. 0.
1102, et eersee e st ee sttt | serinesstssnenssnsssstennsssnns | renesssinensstensssssnnsstnes | sereneses s nnnend 0
103, ettt ees et R RSkttt | sesinesstsnensssensstnnnnssns | renessssnnnsstensnsssnnsstnes | sernneses st nnnend (U O
1198. Summary of remaining write-ins for Line 11 from overflow page...........coooeueenenrenneineens | coveneeneiieineneieseeneinns (01 IO (U1 O 0 | e 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @bOVe).......ccciuiiieiiiisiiciiiissisicei | v 0 i, 0 i, [0 [P O 0
2501. .. 0.
2502, ..ottt ettt | seeesteness s st st nennnts | sessssnenssisnesnsnesestsnennans | seesesnenestnnens e nerineed 0
2503, .o eeeeeeeeess sttt | seeestenees s et ennntnennnts | eesssseneesisnesst st snnnnins | seesesnessstnnene et (U T
2598. Summary of remaining write-ins for Line 25 from overflow page...........ocooevevvevervceeeens [ coveveecciecc, (01 TR (01 TR (01 TR 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 abOVe).......cccovviieiieinciiisiisisiciscienes | v, 0 i, 0 i, [0 PP 0




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less §.......... 0 reinsurance Ceded).........vvuereirenneeneinennennerinenis | v 17,054,439 | .ooovvincincneeneenees | v 17,054,439 | ..o 15,359,995
2. Accrued medical incentive pool and bonus amounts 1,346,369 1,346,369 ...570,841
3. Unpaid claims adjustment EXPENSES............c.uverrrirriiieirerineriresissisessessseseneseenes | seveessessssssensnen: 200,248 | oo | e 200,248 | ..o 183,903
4. Aggregate health policy reserves, including the liability of §.......... 0 for
medical loss ratio rebate per the Public Health SEIVICE ACt..........cevcvieieieiieeieiieiies | cererseieesssiesssiesiiesiens | eonssiesisssssssssesssssesenes | sessessesssssssissessssssssens [0 R
5. Aggregate life policy reserves
6. Property/casualty unearmned Premilm MESEIVE...........cveucuerveieresieesesiesssssesiessssssssies | eessessssssesisssssssesssssesssesiens | sovssssssisssesssssssessssssssiesss | sessessessssssssisssessssssssens [0
7. Aggregate health Claim MESEIVES. ... sssssessses | sersstesessssssssssesssssssssesees | crssesseesssssssmessesssssssessesnns | osessessssesesesssssssessesned [0
8. Premiums received in @dVANCE...........cccoruririiiniiniiirissississessesssssississsssnes [ oo 278,714 | oo | e 278,714 | oo 945,764
9. General eXpenses dUE OF ACCTUBT..........ccevevuevreeeeereeseiesese s ssssesssessesssssssesssenss | cevesesssssesessesessenes TABT | eeeeeseeerieeniens [ v TABT | e 101,888
10.1 Current federal and foreign income tax payable and interest thereon
(including §.......... 0 on realized capital gaiNs (I0SSES)).......cvrerrerurerreereeerrnrinresesneerees [ crreeeeneirsinensneiesssineees | rerreensieeseeneesesssssesssess | sneeseessseessssesssssssssean [0 U
10.2 Net deferred taxX Hability..........ccvcviveieeiciiecee s | crrssese st sssssesesens | ceessesesissesses e ssssessesesenss | cresessssssseses s sesses s [0 TR
11.  Ceded reinsurance premiums PAYADIE...........ccvvvveiviuriieieieieeieie s seisssessessesssens | cestesessssessesesssssssssessesnns | svesessssessesesesssssssesesisses | siesiessssesssesssssssessessesnd [0 TR
12. Amounts withheld or retained for the account of others
13.
14.
15.
16.
17, PaYable fOr SECUMTIES. .....vvurvriererieiesiseiseseissise et sssssssessesssssssssessessssssess | sestessssssessasssssssssssssnsnssnss | sesesssssssssassssssnssesssnssessonss | sessssssessasssnssnssessnssnssens [0 U
18.  Payable for SECUMLIES IENAING.........cvrieererririeeriesieseie et ssssseseeestessesses | sevtessssssessssssssssssssssssnssnss | sesessssessssesssssessesssnsnssenss | essssssessessssssessessansnsssens [0 U
19. Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNAUHONIZE FEINSUIETS)........cvvevvecirerieriesieiesienes | eererisssesissessssssessesssssiens | ervesiesisssesssssiesessssssssienss | sesssssesssssssisssesssssssssens [0 R
20. Reinsurance in Unauthorized COMPANIES. .......ccvuriurriereieiisisiseiseieissiessessssssssssessesssssnss | siessessesssssssessessssssesessnsss | stressesssssssesesssssssesessessnss | srressessssssesesssssssesesees [0 R
21. Net adjustments in assets and liabilities due to foreign eXchange rates...........cocveevves e [ | e [0 R
22. Liability for amounts held under UniNSUIrEd PlanS............ccuevueeiierincieiessesesiessssseses [ ersssiesesssssessssessssssses | sosesissessssssssesssssessesiens | sonssiesisssessssssesssses [0
23. Aggregate write-ins for other liabilities (including $.......... 0 CUITENE) ..o | cvrerssssesissseseessseseenssenes (O R 0
24, Total liabilities (LINES 110 23)........ovvureeeriririrerinrernereieeriseeessesiesesssssesssessssnens. | sevensessneesenns 20,795,452 | ..o 0
25. Aggregate write-ins for special SUrpIUS fUNGS..........ccovevrverereverieieees e | cevervenennns D.9,9, SR (PSSR XXX oo | v 0 [ oo, 0
26.  Common CaPital STOCK..........cccevereveiresecrcteee et sssesnesnsens | eereneereins .00 G I D00 GO U 10,000 [ .ovoveiveecrnee. 10,000
27.  Preferred capital StOCK..........cocvvrviviieierrcreeese st sssrensenens | oerereeseenns .00 G I XXX ocvirtersvieens | oo [ eeveesieses s
28.  Gross paid in and contributed SUMPIUS............cccvvevcvrerereieeesie s sessesesssenens | eeversesennns .00 G I )00, G IR 11,326,879 | .cocvvrerne 11,326,879
29, SUIMIUS NOLES......cvivreerietctersreieisete sttt sttt st s s s sesss s sssssssessessnsans | eevesseseesns .00 G I XXX oeveterevieens | oo [ eeveseseses s
30. Aggregate write-ins for other than special surplus funds...........cccceeeveveeereereeveseeenes | ceveverenn. .00 G I )00 GO IR 1,000,000 |..cccoovrrrrenee. 1,000,000
31, Unassigned funds (SUMPIUS).........cuevevereereirireresieieeiesee s sssssssessesessssssssssssssssssenes | oevessesesns .00 G I )00, G ISR 13,335,622 | ..oocvevvererenn 7,758,349
32. Less treasury stock at cost:
32.1 .....0.000 shares common (value included in Line 26 §.......... (1) USRS T ) 0.0, G N XXX ceteveveerens | e [ e
32.2 .....0.000 shares preferred (value included in Line 27 §.......... (1) FSST [ 0.0, S I XXX [ [ e
33. Total capital and surplus (Lines 25 t0 31 MiNUS LiNe 32).........cccovevverrernenrernernerneerniinns [ ceereeneenns ). 9, SR ) 0.9 S [ 25,672,501 [ ..o, 20,095,228
34. Total liabilities, capital and surplus (Lines 24 and 33)............ccccccoeveereeveveerccrererienens | cevrrernn. 0.9, S 0.0, S [ 46,467,953 |................. 39,364,707
DETAILS OF WRITE-INS
2300, ettt | snetseessnnssenss st nnnstnnsns | sreesreess st et nesstenstnnns | seeesseese st st s (O
2302, ettt | snetseessnessenss st nnsstnnsns | sreesseess st enssnenstenstnnns | eeesseese st nest s (O
2303, ettt | sestseesnnnntenssseensnnestnnnen | sreeesnese et nenstnnnnenes | eeesseens st (O
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccccovvvnerenneenee | ovvenrereineneneieesseneennd (0] (01 (01 IR 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @boVe).......coccvsriririnsisiisrissrinines | e (0 [ 0
2501, ettt | neetaenens ) 9.0 R R )00 SO ORI IO
2502, ettt | neetaenens ). 9.9 Y XXX reevivrennee [ eeevieeeseeisernneesssenenes | ooeriseesisssssessessessenees
2503, Rttt | neetaenens )99 Y XXX oseevtrrennee [ erevrseeseeisernnsesesenenes | ooeriseeesssssssessessesssnees
2598. Summary of remaining write-ins for Line 25 from overflow page.........ccccoeevenenenncnee | coveveieneens )0, 0, SO ). .9, SN IS (01 IR 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 8bOVE).......cccvcvvericcenssinsiessninssiiees | e, D .8, S IR 0, S
3001. Appropriated Retained EQmMIiNgS.........c.ccceuivrireieiniieieie s sssssssenes | cevessessenns 9.9, G I )0, R
3002, ettt | eeetenens ). 9.9 R XXX orrvvivrriees [ reevinerensseinennnsssneseeenes | oo
3003, ettt | nentienins ) 9,0 R XXX orevvierenees [ reevineresseisennsssnsseeenen. | oo
3098. Summary of remaining write-ins for Line 30 from overflow page..........ccccoeeveververvneees | covveieen. 9.9, G I XXX ootrereireens | v (01 IR 0
3099. Totals (Lines 3001 thru 3003 plus 3098) (Line 30 @bOVE).........covvrevvererersirerseines | cereerrrenae XXXveiveeeenes [ eveereeeeee XXX L 1,000,000 | o, 1,000,000




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MemBEr MONTNS.......coiiiiic bbb eneenes |enieriesnienies XXX | o, 779,034 | .o, 758,288
2. Net premium income (including $.......... 0 non-health premium iNCOME)........ccoververrerreenrereereennens [ corereeneennens )09 TN [ 188,233,144 | oo 180,644,511
3. Change in unearned premium reserves and reserve for rate Credits...........ooceeverververncrerieiiens | covevvereins XXX oeteterereineinnes | ceereiesssse s | e sees
4. Fee-for-service (net of §......... 0 MEdiCal EXPENSES)......vvurerrrreeirirneireeseereesesseseisessssesssssssesseens | eeeereeseesneens XXX ocviteveveieesis | e essses | creveesesss s sees
5. Risk revenue
6. Aggregate write-ins for other health care related revenuEs............covvvenrnrencnensirnsnenessenees | v XXX oreirernreneereenns | orereeineensisssnseneess e (0 U 0
7. Aggregate write-ins for other non-health reVenUES.............cc.cevvevcveieevccieieesee s Lesesiesesenes XXX iiirrrsriensnnne | e sessnsessnaes 0 ] i 0
8. Total revenuEs (LINES 2 10 7)....c.ccucveeveeieiiieieeeeee ettt s st sssnans | cvessssssesan D00 COUNNITY ISR 188,233,144 | .o 180,644,511
Hospital and Medical:
9. Hospital/MediCal DENERILS.........c.cvcvieieicicse ettt bessesssaes | sesessesssssssesses e ssssesse s ssssssenaes | sressessesinsssinans 127,436,542 | .o 116,738,095
10, Other ProfESSIONAI SEIVICES..........cvuiureiiriiieiiesissie sttt ess st ssssssesses s ssesses | sessessssssssessessssssssessssssessessanss | osssesssssessesssssessassnss 61,652 | .o 38,801
11, OULSIAE TEFEITAIS.........cvecvcvccictc ettt bbb s s snans | eevesbessessesssssssssesssssssessessnsenses | cressessesisssssessesiesas 3,721,054 | oo 3,818,985
12, Emergency room and OUE-0f-8I8a...........ccvvueeeveiicreiese e ssssesses s esss s sssssssssessssessessssanss | eevessessesissessssssssesssssssessesssssnses | cesssesesssssessesinsas 8,479,871 | oo, 8,126,611
13, PrESCHIPHON ArUGS.....cvuivieieeiiiiteicie ettt bbbt s s s sssssnsessenss | nesessessesisssssessessssssssssessessnsanses | svessessesesssssssenses 19,115,671 | cooeveeeeeeea 20,923,385
14.  Aggregate write-ins for other hospital and MEAICAL.............ccvvveverieveerrieeeese et | e (01 TR (0 U 0
15.  Incentive pool, withhold adjustments and bonuS @MOUNTS.............cccuriueieicieiiriecieseseieseieieees eresresesisesessssssesssssesessnsssies | cesssessessssssesseseesas 1,414,270 [ .o 592,646
16.  Subtotal (Lines 9 to 15) 160,229,060 | ...oovvvvrrrrrnns 150,238,523
Less:
17, Net rEINSUIANCE TECOVETIES......cuuveeeerrerresriereseesessssssssesssssssssessssssssssssssssssessesssnssessassssssesessesssnssnss | sessessssssssssssssssssessenssnssessansanss | sossosssessossonssnssessanssnssessansnssns | assosssessossanssnssessasssessessasssssseses
18.  Total hospital and medical (LINES 16 MINUS 17)........cciueieeireieiseieie s sseesisssesessnes | esvssiesssssessssesses s seessss s (0] I 160,229,060 | ...coovveverrernne 150,238,523
19, NON-EAIH ClAIMS (NEL)....uverirerrirircirie sttt sttt sessenssnssnssenes | sessesssssssssessassssssessessnssnssansnss | sresssssnssessansnssessasssnssessansnssns | sesessssssessanssnssessnssssssessnssnssnses
20. Claims adjustment expenses, including $.....1,899,536 cost containment EXPENSES............cco.e.| coveereeiecieciieriienresiiserseiens | e 4,692,976 | .ovovverereiiinn 4,597,286
21, General admMiniStratiVe EXPENSES.........ciiiviireieeieteiese e tesses s ss s ssssss s ssessssssessssanes | estessesessssssessessssssessesssssssenes | sesesssssesessessesseses 17,816,990 | .ooovvveererre 17,500,878
22. Increase in reserves for life and accident and health contracts including §......... 0
increase in reSerVes fOr life ONIY).........ccuiucieieiceecee st ssesssssessessns | esssssesisssesssssessssssssssssessssssnsss | estisssssessasssesessansasssessensssssess | ssomssessessassanssessensassssssensanssssaas
23.  Total underwriting deductions (Lines 18 through 22)...........c..cccueirieieiiiieeiieeeeee e | e 0] i 182,739,026 | ..ovovvevcin 172,336,687
24, Net underwriting gain or (10ss) (LINES 8 MINUS 23).........c.evurierierireieiesiseieisseessesessesssessesssssens [ eessessessesens D00, NN [UOTNRORION 5494118 | oo 8,307,824
25. Netinvestment income earned (Exhibit of Net Investment Income, LiNe 17).........cccvvvveuvierrcees [ orreesieesesieceseesee s | e 83,100 | .o 98,231
26. Net realized capital gains or (losses) less capital gains tax of §.......... 01 iereesesssessensenes | eeresisresesessessessnssesssnsensesees | cresssssenssnessnsensensesesasaenes 55 | o 715
27.  Netinvestment gains or (I0SS€S) (LINES 25 PIUS 26).........cvueererrerreereeeieneeneieeeeeneeeesseessseesessessns | crseesssssessesssssssseessessssssessesas (O 83,155 | .o 98,946
28. Net gain or (loss) from agents' or premium balances charged off [[@amount recovered
LT 0) (amount charged off §.......... 0) - erveerererreeeseeesseeeseesseessees s seesses s s s sssesseesssesssesies | ceesieesieesieestees e st essses s saessaas | eestiesiesiies e stesss st stnstas | eestiessaensaesse et sttt aae
29. Aggregate write-ins for Other iNCOME OF BXPENSES...........ccevivereriereesie s ssssesssessessesssens | eressssssssssiesessesisssssesssssssasenes 0 [ e 0 e 0
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 plus 28 plus 29).........cccoueverrerrrrererrernnn.
31. Federal and foreign income taxes incurred
32.  Netincome (10ss) (LINES 30 MINUS 31).......c.ovurveerereereireiieeieeieeeeeereee et
080T, oottt s R
0802, oottt R
0803, oottt est bR
0698. Summary of remaining write-ins for Line 6 from overflow page........c..ccccoevevvevereeneseiesreeseiins | v, XXX oevrverrneieerins | v (01N [P UR 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (Line 6 above)
0701.
0702, oottt R
0703, oottt R
0798. Summary of remaining write-ins for Line 7 from overflow page........c..ccccoevevveverveeneveieirecsenins | v XXX oeveverrneieeiins | e [0 [P U R 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LIN€ 7 @DOVE).........ocevereririrsrriieisisisrseresissessenieness | aenressenessens DS O [P (O O 0
1401.
TAD2. R n s | seeee Rttt | chbseeet ettt | eene ettt
TA03. Rkt nt s | Seeee Rt | chbseeet ettt | et
1498. Summary of remaining write-ins for Line 14 from overflow Page.........cceeveeveieevieiecreeeieeiens | e (01 TR (01 T 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (Line 14 above)
2901.
2002, oo SRRt renes | HEsen ettt en s nens | setess sttt | cebeeni e
2003, oo RS R Rt tnenes | HEiene st en s e | setess ettt | cebeees et
2998. Summary of remaining write-ins for Line 29 from overflow Page............cccueerrrernereerenneeens [ covrnererneenrensesesineeed (U R (U 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (Ling 29 @DOVE).........oiieriieieisieiiisiesicissresesississens | eeririessesissessesesssssesssesssnead {01 IO (01 O 0




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

Capital and surplus prior FePOMING PEIOU..........cuuevevieeiieiciiisie ettt bbbt et
NetinCome OF (I0SS) fTOM LINE B2........oviuririieeiriieierissisiie sttt sttt
Change in valuation basis of aggregate policy and Claim FESEIVES.............ocueieieieiriiieiie et saes
Change in net unrealized capital gains and (losses) less capital gains tax of §......... 0t
Change in net unrealized foreign exchange capital gain Or (I0SS).........c.ccvirurieriniicisisee e snaes
Change in NEt AEfEIMEd INCOME TAX.......c.uiurerieiierire ettt sttt sttt
Change iN NONAAMILEEA @SSELS..........evurieirieieiieiisr ettt s bbbttt
Change in UNAULNOMZEA FEINSUTANGCE. ..........evueerrerirceeese ettt ettt
Change in treasury stock
Change iN SUMPIUS NOLES.........cvuivieieictei ettt sttt b s st bbbttt
Cumulative effect of changes in accounting principles
Capital changes:

A4 PAI Nttt R
44.2 Transferred from surplus (StOCK DIVIAENG)..........c..cueireieiiicieicte ettt s nben
44.3 TranSTEITEA 10 SUMIUS.........cvueveeeieeieeiietsetet ettt es st et b bbbt sa ettt en s
Surplus adjustments:

A5.1 PAIH IN.et1reeroeesreeseeeree e e eeeseees st
45.2 Transferred to capital (StOCK DIVIAEN).........c..ccuiiueireieieiseeis sttt
45.3 Transferred from CAPILAL...........overririere ettt ettt
Dividends to stockholders
Aggregate write-ins for gaing Or (I0SSES) iN SUMPIUS...........cvurererirerireie ettt sttt ensanes
Net change in capital and SUPIUS (LINES 34 10 47)........c.cueueieiieieiisesese et

Capital and surplus end of reporting period (LIn€ 33 PIUS 48)..........c.ccovuereeriueireieiiriiieceees et

........................ 20,095,228

.......................... 5,577,273

........................ 16,662,458

.......................... 8,406,770

.......................... 5,577,273

........................ 25,672,501

.......................... 3,432,770

........................ 20,095,228

4798. Summary of remaining write-ins for Line 47 from OVEMlOW PAGJE.........ccvveieiciiieeeteee ettt

4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DO0VE)........cuiuiuiiieieiiiieit ettt ettt ss st es st nsenas




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

CASH FLOW

1
Current Year

2
Prior Year

© © N o g R~ w2

-
- o

N
o

13.

16.

17.

18.
19.

CASH FROM OPERATIONS
Premiums COllECted NEt Of FBINSUIANGCE..........cvuuiverrrireriieriresieese sttt
NEE INVESIMENTINCOME. ... ettt Rttt en
MiISCEIIANEOUS INCOME.......ooveuiiriiiiiierii it
TOtal (LINES 1 ThTOUGN 3)...vveeriiieiiecisieie sttt sttt s
Benefit and 10SS related PAYMENES..........c.iuiiicicie ettt sttt et st
Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNTS...........c.cuveeevervcveeeciceicvesieeee e
Commissions, expenses paid and aggregate write-ins for dedUCHIONS............cc.eeviiereivieiieieeeee s
Dividends paid to policyholders
Federal and foreign income taxes paid (recovered) net of §.......... 0 tax on capital gains (I0SSES).........cccvvvrrvrrrrrerrerrsrrreirererinns
TOtal (LINES 5 TATOUGN 9)...eevveriiei ettt en
Net cash from operations (Line 4 MINUS LINE 10)........c.ccueueieiieicirsieeiscteses ettt s s s es s ss s e s sssenen
CASH FROM INVESTMENTS

Proceeds from investments sold, matured or repaid:

12.1
12.2
12.3
124
125
12.6
12.7
12.8
Cost of investments acquired (long-term only):
13.1
13.2
133
134
135
13.6
13.7

Net increase (decrease) in contract 10ans and PrEMIUM NOLES...........ccueviveiicieiieeie sttt bs s snbas

Bonds
SHOCKS . 1vv ettt ettt SRR
MOMGAGE I08NS........ceeererieceeereese ettt bbb baen

REAIESIALE. .....voveverirceiei st R
OthEr INVESLEA @SSLS.......uuerieeieeiiiiiei it bbbt
Net gains or (losses) on cash, cash equivalents and short-term iNVEStMENTS............ccoveviveieeeececeeceee s
MISCEIIANEOUS PIOCEEAS........uvucvieeieciciie ittt ettt bbb s st bbb st b

Total investment proceeds (LINES 12.1 10 12.7).....c.ciieieicreeeeeeeisesie ettt s bbb snee

Mortgage loans....
REAIBSIALE. ...
OthET INVESTEA @SSEES. .....cvuviveeiieecririeriiei bbbt
MiSCElIANEOUS APPHICALIONS. ......vcvecveciieiiciei ettt bbbt ans

Total investments acquired (LINES 13.110 13.8)....uvururirrerriririnriseieessise sttt ssessessssssessessssans

Net cash from investments (Line 12.8 minus Lines 13.7 MINUS LINE 14).......c.ovviorenrnrrernrneneisesnseseissesesessessssessssssessessssssesnns

CASH FROM FINANCING AND MISCELLANEOUS SOURCES
Cash provided (applied):
16.1
16.2
16.3
16.4
16.5
16.6
Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)...........ccceevevrrrrernnnne
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17)........cccoevvveeerereerrrrennnns

SUIPIUS NOLES, CAPILAI NOLES.......cvecviieiericisctete ettt bbbttt st s st en s s bees
Capital and paid in SUIPIUS, 1€SS fTEASUNY STOCK. ..........euueererrireiireieiseerreieieess sttt
BOMTOWEH FUNGS......oooovircieieeii st
Net deposits on deposit-type contracts and other insurance liabilities..............ccewrrurrrininrnsineeeee e
Dividends to StockROIErS............cvvrimriercrieceieriereiseriereriseneens

Other cash provided (APPHEA).........cu ettt ettt sttt bbbt

Cash, cash equivalents and short-term investments:
191 BEGINMING O YBAI........cvieiecicece ettt bbbt b st bbb sttt s s s en s see e et enes
19.2  End of year (LIN€ 18 PIUS LINE 19.1)......cuuivuieieeieeieeeicieettcte ettt sttt es sttt ssenssnsanes

..................... 180,347,416
......................... 8,178,900

..................... 171,050,868
....................... 10,728,163

1,050,000

............................ 778,169

5,000,000
........................... (438,123)

............................ 778,169

........................ (5,438,123)

......................... 8,957,124

....................... 34,873,852
....................... 43,830,976

......................... 5,213,974

....................... 29,659,878
....................... 34,873,852

Note: Supplemental disclosures of cash flow information for non-cash transactions:

[ 20.0001




Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

A1NALYSIS gF OPERA'I;IONS BY L4INES OF B5USINESS :

7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Health Non-Health

1. Net premium iNCOME.......cccviviiieicee et esse s sssssssessssssensenns | seneneenns 188,233,144 | oiviniiian. 1,759,552 [ oo [ e [ [ e | e | 186,473,592 | ...vvoveeeirereiereererieiiens | cevere e

2. Change in unearned premium reserves and reServe for rate Credit..........covrrrrrrinrrneeiins | eernrnrnnenrnnnsennenld | | e | coresensenensnsnsssnssnnes | sonsssesssssnsssssssesssssssssees | eesssssssssssnssesssssssssesssssons | sessssssssessssssssessessssssnsses | sessesssssssssesssssssssessessansns | sosssessessasssnssessesssnsnssesss | sressssssnssnssssssnssnssessansnes

3. Fee-for-service (netof §.......... 0 Medical BXPENSES).......cuvvverrrieierieiesseseiesiesssessesiesssnsens | eevvesssssessesessssseseessQ e [ e e sens | seesssssssessssssessssesssssees | reveesissssssesesessss s | sessessesiesiessss e ssesssssesas | seesessessesse s sesessanes | sressiesessesseesesessessesens | sressennns ) .9 S

4, RISKTEVENUE.......oucvieveceeiceetcete ettt sssssssessesssssssesssssssessesesseses | sessessnssssesesiesssesseresQ [ evrereesessesssssssssesissssseses | eeveessssesiesessessesssssssssesss | eesessessesssssssessesesessesesss | sesessesesssssssessessssessesess | soesesisssssesesessessesessnss | sveesessssssssesssssssessessssesses | svessessessessssssssssessssssseses | svesssssessessssessessssssssssesses | sressessens XXXt

5. Aggregate write-ins for other health care related reVenUEs...........c.cccoeveeeveeereereveeveeseseees [ eoveeveerieieissiereeienend - [ (01 U (01 S (0 U (0 T (0 T (0 U (0 (] I 0.9 SR

6.  Aggregate write-ins for other non-health care related revenues...........cccoevvveeveveinieveiens Lo [, ). 0, SN PR ). 0, SN P .00 I IS .0 S IS .0 T IS DO T I )09, SR IR 0.0, SN SRR 0

7. Total revenues (LINES 110 6).......ccviveierericieicseeseeiese s sessssessessesssssssesessnns | eererieneee: 188,233,144 | oo, 1,759,552 | oo (010 I {1 I {1 I {01 I 0] . 186,473,592 [ .o 0] e, 0

8. Hospital/medical DENETitS..........c.ccvvercieieircicsieeesesse s sisssssssssesssssessenes | cevsennniens 120,436,942 [ v, 701,966 | .ovoveveeeererenisesieienees [ v [ e [ e | e | s 126,734,576

9. Other profeSSional SEIVICES..........ccueviuiecieeieiseieie et sas 652 | 1,000 | ovoieiiesiecseeieiees | e | e | s | e snsens | e 60,652

10.  Outside referrals............. .3,715,978

11.  Emergency room and out-of-area.. .8,396,478

12, Prescription drugs........coooeeeereereenrenreseeneenseneenns 18,583,215

13.  Aggregate write-ins for other hospital and Medical...........cccccccevveerveeieverereieeeereeessens |0 [0 [0 [0 [0 [0 il s 0

14.  Incentive pool, withhold adjustments and bonus amounts.............cccoceeervercceiercecesieieiins Lo, 1,414,270 A62 [ L [ e | eeeerssersnssseresensesesanseens | sererenssresessnesssensesessneses | sresessesesasines 1,394,808

15, SUbIOtal (LINES 810 14)....... v | snssnessnees 160,229,060 | ............... 1,343,353 | oo | 0 |0 [0 | v |, 158,885,707 | ..ovevvveniiniiisiiiniinan) 0 [ XXX

16, Net reINSUIANCE MECOVEIIES. .......cvueveieiieieeiiteeieieisete st sssesse b s e sse s sssssnsessnsenss | ersessssessessssessesssssnsenes 0 ] oiiiiiiisiieisssensenies | eersesesssienenssensenenesens | eressesssensessessnsensessnssnsens | sesissessesiesnsessessessnsensens | sresessensesesensesessnsensesnss | ensesesensessesessnsansessnsanse | erseseesensesessntansessnsensann | nesessessesessnsensensessnsensess | sersssenees XXX

17.  Total hospital and medical (Lines 15 MINUS 16)..........ccevrrrererrerirniieisesseisessessssssssssssssess | eesssssssees 160,229,060 [ ....occovvvnveee. 1,343,353 [ oo [ {01 I (O P (O (O I 158,885,707 | 1o 0 [ YO S

18.  Non-health Claims (MEL)........c.uvuuriiiiine s ssnees | sreesnesnes s ess s (V1 [ ) 9,9 R PR ) 9,9 R PR ) .9 T PR ). 0:9 G I ) 0,9 G I 9. 0,9 CHIRIIN P 9 0,9 CHTRII P ).0,9 R PO

19. Claims adjustment expenses including $.....1,899,536 cost containment expenses............ | coo.oeeuecnnecs 4,692,976 |.....ccvvvrrrernns 51,438 | oo [ e | s | e | esesssesese e | ereresnniena 4,641,538 | ..o s

20.  General administrative BXPENSES..........cvcvcveieeieceiesieeseiese ettt ssssssessesenses | sveessssesinsas 17,816,990 |..coovvrernee. 195,273 [ oo [ e | e | s | s | s 17,821,717 | e | e

21. Increase in reserves for accident and health CONtracts..........c..cccevveverveeveieiecieiseseseiesens [ e 0 | e | e | s | e ssssesenssessens [ ressssessesessstessessstessesess | estesesissessesesssssssessessnss | sesessessniesessnsessessesessenss | serierensesessessssesessnsessenas | seressenee )00 R

22, Increase in reserve for life CONMTACES..........ooveirruririreireireie ettt | stssssesssssssssssssssssssnenns 0 [ 0,0, S I .0, N P ). 0, N P DO S I DO S I DO S I XXX [, XXXt [,

23. Total underwriting deductions (LINES 17 0 22)........ccccurrrurirmrmmrrniiniinsineinessesssenssessensenes | sveeneennes 182,739,026 | ...coovvvvnvne. 1,590,064 [ ...ocooveeeeeieirei (U [ (01 RN (01 T (01 (N I 181,148,962 | ..ovvoecircrc (U [ 0

24.  Net underwriting gain or (10ss) (Line 7 Minus LiNE 23).........ccveveueiereriiiereiessereessenienes | cereeisnanenas 5494118 | ..o, 169,488 | ..o (O I (] IR (] IR (O] I (U I 5,324,630 | coovovereeee (01 I 0
0507, oottt snnessessnnnns | trenineninenienieniensnenena0) [ ereeeiesenesneseesessssesseees | seineisees st snes | feestessest st eesssssnstnstes | senesteniesinssississienienes | serieesiesstesss st esstesstens | seeeseees e sessessas [ seentestestentententestents | seteseese st | seeeeenneas XXX
0502, .ottt sttt sttt st st snssensensnssessastensn | nessessesssnsnssessensnnssessa0 [ eresresestersnssessessestnnssesns | resrensnesnssessentnsnssestenes | eseesessessensssssessensensnssens | sesessnsunssessesssnsessessansns | nesessessesssnssstesssssessesss | sestessssesestensassestessentnsns | ressestenssssnssessansnssessenes | steresessessenssessessessanssnssens | srseseesens ) 0.0 R
0503. oottt ssensnensennn | treninenineniensenienienens0) [ errereesesesesesessees | s | sttt essesssssnstes | senesiesiesiesssissiesienes | seressssss s sesentesses | sreesee e | sttt sstentsssnnts | sttt | srerensnens XXX
0598. Summary of remaining write-ins for Line 5 from overflow page.........ccccoceeeveirenieicecnieinens | vl (01 R (01 TR (01 TR {1 R {1 R (11 U (01 TR (01 TR (0] IO XXX
0599. Total (Lines 0501 thru 0503 plus 0598) (LiN€ 5 @bOVE).......ovuiiiriiiiriisiiiiisressissississesssssessees | eersesssssssssssssssssssssens (O (1 [P [ I (0] [ (0] [ (01 (01N I (01N I 0] XXX
0807, eeeeeeeeseeteeee e es s eb bbb | bbbttt 0 [ ) 0.9 U PR ) 0.0 R PR ).0.9 R I ).0.9 U P ) 0,9 USRI I 9. 0,9 TSI P 90,9 CHRIIIN P §0,9 GO TR
0B02. oottt | bt bttt 0 [ ) 0.0 G PR ) 0.0 G PR ) 0.0 GO P ) 0.9 G P ) 0,9 GRS P 9 0,9 G P ) 0,9 G PR XXX [ s
0803 oottt | reri e (V1 [ ) 9,9 R PR ) .9 NI PR ) .9 ORI PR ) .9, GO PO ) 0,9, G I 9. 0,9 GRS P 9. 0,9 GRS P §.0,9, GO O
0698. Summary of remaining write-ins for Line 6 from overflow page.........ccocvcveeivevenieiieeieinees | el (] I ). 0.0, GO B ). 0.0, GO PR ) 0.0, GO B D9, % T IR )90, G ISR ). 9., G I ). 9.0, G D90 GO (TN 0
0699. Total (Lines 0601 thru 0603 plus 0698) (LiN€ 6 @DOVE).......oveieiruirierriiriiriisresesssessisssesseseesses | eoesssssssssssssssssssssssssens 0 XXX [, XXX [, XXX [ XXX [ XXX oo [, XXX [, XXX [, .0 S [T 0
130T, sttt sttt entsntsnsententnntnstnnes | arennnnnsnssensnnseeneeess 0 | neineineineine s | sttt ententes | ceeeseniess s ssiessenes | sebiessiessiessresstessiessteentes | seessesseees s nssessnssns | sresiestent st ntenssntenes | sebseeesentesene st eseentsees | seeeseess s sttt snsnneas | crnesnees ) 0,0 SR
1302, sttt sttt sttt stsss st snsnstsssnnes | srienssnnsnnsenssensenssenss0 | eriireineineiseise s | sersressrenstessteestestessnstes | cernssiessnss s s ensessenes | sessessiesssesssenssenssenstenstens | seesseessenssenss st eesssessenssas | steestestesstesst st sssstenes | sessenssensensensenssen s enssens | seesiesss st ss s ss st nneas | cereenees ) 0.0 SR
1303, sttt sttt entententensensentnnes | sronsnnnsnnsensnsnenneeen 0 | rereeeee s | et | e essenes | s | s | et | s | st | e XXX
1398. Summary of remaining write-ins for Line 13 from overflow page........ccocovueveveereveneieieiens | coereveieievesseses (01 U (01 T (01 R {1 {1 U (11 U (01 T (01 U (0] I ) 0.0 R
1399. Total (Lines 1301 thru 1303 plus 1398) (Line 13 @DOVE).......veireirrrirenresrmseresressesssssssnessessssans | eessssenssssssssssssnsssesssaad (1 0 f o 0 f i {01 P (O P (O (01 (01 0 . YO




Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPItal AN MEGICAI)..........c.cceiiiieiiciiieiies ettt ettt bs s bbbt s bbb st s s s st s s s b s s b b s b2 b s s s bbbt b bbb s bbb s bt st b st es s b s bnns | Hnsssebsssssesses st enses e b tenan 1,760,212 | oottt enenns | ereree s s s 660 | .o 1,759,552
2. MEAICAIE SUPPIEMENL. .......ucveiiieieiiiteise ittt ettt ss et setes ssbessesssesses e bss s s s bsee st s s s s st e s e s e b s s b s s s a8 E 24 s 8 e s s s 4 s s s E s s s b s s s s a2 s s et s s s ek E s b s s a2 s s b e bbb et s bt n s b b et st ensesans | Heuetessessetntes e bse s s s sa e et es s et sentessebnts | Heetessessessssest et et entes e s e tes s s bnsessessntas | setestesseteetess et et st e s b s entesse s st st sebns | Shestesiebnt s bt a sttt et naes 0
3 DBNEAI ONIY...eiiveceie ettt beete sekesset et s R s bR s R iR SRR E e S E s R s AR AR e R SRS SRR e S A s R e R £ R RS R s SRR oA s SRR RS R e R s R R e AR SRR e R e s b e R s st n s s s esensessesans | Heuetessesetentes st s s sse s et st et sentensebnts | eetessessessnt st et et antes et eetes s s snsessessets | nesestessesaeten s et e b et e s bt et s st et ent s bans | Shenteseb et sttt n sttt aes 0
4. Vision only

5. Federal employees NBAIN DENEFIES PIAN.........c.ccieieiiriiriiriisiis ettt s8££ 8582850282 E 288842 A £ RE e s s s s s b st se st st anssnes | 4eEiesunssessestanssesesEen s et e st s sen b et s sentens | 4ekseesesEen s et e s R ee s et et see R st et e st st ensantsns | £esEensetiee st et sE st et s s n b et ents | Sentnsesten s st s en et n st enna 0
B, THIE XVIIT - IMEAICAIE. .....veeveeieeieciicii s sisesises sotbee s e bbb bbbk E 888+ R+ 8+ R e R0 R e R f R bR f R £ R E LR bR bR bR bR b st st st ees | Hebbset e st b st E et bbbttt | H4seb s e bbb e nens | eeRee R e ROt | Hhieeb et 0
T THIE XIX = IMEAICAIT. ... vvvvvvveevesceeseriseeisere s sessesise | eoseebsess st s8££ 4 84188884888 | Heseeeb bbbt n s 186,543,828 | .....coourireceierrieeeierisesienissnienens | e 70,236 [ .cooomerereerirerereriscens 186,473,592
B OHNEI NEAIN. ...t b RE SRR R R E R R SR e LSRR iR SRR RS R bR bR bR bR bR bR bR bR bbb sk ek eres | SEEEE LR EL Lt | LEieLEeLE e e E bR E bbb sens | GeLEeeEE LR LR R h bt | HEeneb bbb 0
9. Health SUDLOtAl (LINES 1 ATOUGN 8).......cueuurresriesseresirirssereseissiee  eeseressassssanesssess om0 AR LR E et nn s | sbebsscnsennn s nnne e 188,304,040 | ....cvvirrereriierisi e O ORI 70,896 | ..vovvveierererinnrissiiis 188,233,144
L 1O PO OO DT POTE PO OO OO DU OSSPSR 0
10 POPEILY/CASURIY. .. ...ceoceeeeee ettt ca et ese eesesteeesesseesees e bseesesEeee e e e EEeeE 428 e R s oA S8 ee e e £ e R 8 o284 £ e R R HE 8428 LS eE R eS8 4eE o8 e A8 4L 8 4o RS eS8 4L R 4L S e EEHEE LS e R A e e AR R LR e S eREeeE e e seEReeseeEesessenteeses | 41EETEESLEeEteEEeeEieEseeieetistiesesiersesisessesies | eesiesiesiessieisesesiecsicsiessessicsscssessessecses | foesiessiesiesiessecsissesessessscsessessessissess | eeesissesesiessesiestessississesaneaseissanes 0
12, TORAIS (LINES 910 11).euuverieeueresiereseeesseme e sees s eess s ssnestse0e et sseeeeeemt e R840 E 4048408 EERE 18£8 4EE£ 808 4EEE £ 4408 E10EEE £ 408 14EE4EEE 818 E1HEEE 1408408 HEEEE 14088 £EEE 08 E bttt ee | fenst st ennt et st 188,304,040 | ... O RN 70,896 | ..o 188,233,144




Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health
1. Payments during the year:

11 DIFECE ettt bs s stnns | eresiesienas 158,019,159 |..ccvvvvrrennes 1,346,354 | ..o, [ e [ e | s | et | s 156,672,805 | .ovvvevererereeiseieienienns | cerveresiesise s
1.2 ReINSUrANCE @SSUMEM.......c.ccuiivieeiecieieiieieie et b s sssessessens | essessessssssessessssesseseesad 0 | e | e | e [ eeressese e ssesesess | eesesesesessesesssessesessenses | eressesisssstesessstesesessenaes | sesressesestesesessese s sensesaes | seresessessesissesses e sessesesees | seresreses et seaaes
1.3 ReINSUIANCE CEURM........cvvevirerieieie et sns st stenssssessenes | eesessessessssssessesssnsssssenes 0

T NBL sttt saenes | ereriesieeas 158,019,159 156,672,805 | 0

Paid medical incentive pools and BONUSES.............cccvvveeveirereieieeeeie e | e 638,742 [ .o 0,383 [ e [ s | s | s | s | s 629,379 | .o [

® N oo o

. Claim liability December 31, current year from Part 2A:

3.1
3.2 Reinsurance assumed
3.3 Reinsurance ceded...

DITECL. ...ttt bbbt ann

Claim reserve December 31, current year from Part 2D:
B DIFBCL. ettt bbb

Accrued medical incentive pools and bonuses, current year...........cccouoevevceesivevennnns
Net healthcare receivables (a)
Amounts recoverable from reinsurers December 31, current year
Claim liability December 31, prior year from Part 2A:

8.1 Direct
8.2 Reinsurance assumed
8.3 Reinsurance ceded

Claim reserve December 31, prior year from Part 2D:
9.1 Direct
9.2 Reinsurance assumed...

.................. 1,326,634
885,638

10. Accrued medical incentive pools and bonuses, prior year.
11. Amounts recoverable from reinsurers December 31, prior Year..........ccocvvevevveeriees [orieiisiiisiecsisiennad 0 | oo | oo essssssneessssensenes | sesesssnsessessssssesessnsesesss | srerensessensesessessessstensesintes | eesessessesensessessssensesiasentes | essessesssensesesansessesansenes | essesiesessenesensessesssensases | sersesessensesansensesessnsensesns | seressesesissensesessnsessesnsns
12. Incurred benefits:
12,0 DIMBCL...eci bbbttt | enebneinees 158,814,790
12.2 REINSUrANCE @SSUMEM........crerurerririeeereeesieesseeeeseesseteesssesssessssessessssssessessnens | eneessessssessssessnssnssnneand 0
12.3 ReINSUIANCE CEUART........ouvvurerrreeieeieeieeieeieessesssisssssssssssssssssessssssssssssssssnsens | stessenssesssesssessesseseed 0
124 NEL....e sttt sttt sttt | enr s 158,814,790
13. Incurred medical incentive pools and DONUSES.........c.cceiiiciiiieiiieseeiesiessisesiesesens | ersveseenesnaenens 1,414,270

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.




ol

Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XV XIX Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

. Reported in process of adjustment:

1.1
1.2
1.3
14

DIFECL. ...ttt

Reinsurance assumed
REINSUraNCe CEAEBM.........cuvviereereeieeieierece et

. Incurred but unreported:

2.1
22
2.3
24

Direct

. Amounts withheld from paid claims and capitations:

31
3.2
3.3
34

Direct

REINSUraNCe asSUME..........c.cuevuercviveieiiiiesese e
Reinsurance ceded

. Totals:

4.1
4.2
43
44

ReIiNSUrance assumed..........ccveenrnenieenesnieeneneeeseesseeeseeseeees
Reinsurance ceded..
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Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (oSpital aNd MEICAI).............cocviiiviieeiiicce ettt ettt b s bbb s s e s ssns | sbestessssassesses s ben s sensaes 266,046 |...covieeeeee 1,076,378 | ..o 4,826 | ..o 236,068 | ...covviereiieeeieinn 270,872 | oo 259,270
2. MEAICAIE SUPPIEMENL. ........veieieiiciete ettt ettt a bbbttt b s s b8t b s s e b s s s s s s a4 s et s bbb b s s st nsesas | 4e4sssassessesestessesessesses e bnsessessnssses | 4bsessesstessesanbesses e bassessessesntentesans | ehsstessesetstes e betessess et et st esetentens | Htebsetstessesebn s s s st e st et tensesets | Sebentessebnt st n sttt s b aes 0 [ oo
3. DBNEAI ONIY...eivieii ettt s RS E e R AR SR SRR e AR s s bRt s Rt n ke sttt entess | Hekietsiesseseet et et aetesse s bnsensesetentes | 4ekessesaetestes e tes s et bt ssessesntentesns | eeetessesesent ettt es s st et et st es e tentens | HEetsetetens ettt s et s et sttt ensesets | Setentesses et ena sttt ettt s b aes 0 [
A VISION ONIY.....ocviveiiictciccte ettt ettt bbbt bbb st e a4 b s b b s 4 b s st a2 s s s st b b A e s s e s b bR A s s s et b s s b e s s e s b ssetetanns | 4bnsebesnaetesassetesaseae s setebessesesasans | Sebsesessietesassesesssessebessetesesseaetesant | 4bessetesesesesisaete s tet et s et ebassetesanaes | seetesesesesetentetes s et et snaebesenseaessnante | neresesisaetesesset et s et e b st e s s enaebnad 0 | oo
5. Federal employees health benefits plan....
6. THIE XVIII = IMEBAICAIE..........cucveiieeeisiecteies ettt s ettt bbb st s e s st s e s s st b s s b et e st s s s e s e s s se s ssns et essssesesnses | 4sesesssntesssesesssnsesessnsesessnsnsessnsess | 1esesessesesnssnsesessnsesessssesesansesessssnsas | asesessssesssnsesessssesesassesesassasessssnsess | 1esesessesessssesessssssessssesessssnsesessnsesns | stessssesessssesessssesessssssesessesesnsnnes 0 | o
7. Ti1e XIX = MEAICAI........c.ovieeiecicieiicietce ettt s sttt bbb s bbb bbb s s s s s ntns | Hnsssessssessesss st essesas 15,556,211 | .oeveeeeeeeeees 141,120,523 | .ooovieeeeas 324,429 | .o 16,489,116 |..oovveveerercsiereinne 15,880,640 |...ccoovveveriricieinne 15,100,725
8. OHNEI NBAIN. ..ottt b bbb s s RS s bR R bRt s RSt e s st s et st es b bensens | Hetstesistentessesastassessetensessensessntente | essetstessesetntessesntantensessntantesetas | netessessetntessessetantessessntantesesantenses | ebsessetentessesntastesesastansesetentessessns | ebetentessesastentessetentesebstentanseeand 0 oo
9. Health SUDLOLAI (LINES 110 8)....vuiuieeieicieieicisie ettt bbbt et n s st ns | eesetsstanseneasnsansnnsnsns 15,822,257 | oovvviereereiinininns 142,196,901 | oo 329,255 | i, 16,725,184 | ..ovviieieieiisienas 16,151,512 | oo 15,359,995
10, HEAINCAIE IBCEIVADIES (Q).........vuveeveeeieeiieiietee ettt sttt bbb sttt s bt s e as bt s s s bt es s st en s s bas s ssesessnaas | seebassessesssssssassessssastessessnsensesassanss | sesssssessssssessessnsessesesanes BAT,812 | | et 57,000 | .ovcvereereieeeee e [0 U
T, OHNEI NON-NEAIN. ...t et b et bbb et s e b s s bbb st st e s st et st s s bensesas | Hststessesastessesestssasaessssastessesantanes | evsesistenseseesessassesees st estes e bestesesas | eebessessesastesaesses st st e s et st es e sntensas | absesestensessesssastes et st ensesntnsesaesans | srensessessesintenaes e besees e senaseneaed 0 [ oo
12.  Medical incentive pools and DONUS @MOUNLS.............ccciuiieuiiiieiciceee ettt bbbt s s b es s bt | dnsassesssestessessnbensesnsanes 038,742 |1t | eeteriesisiesiese s es st sntesssrsstenaes | atesstesies st sssensssnaas 1,346,369 | ..o 638,742 | .o 570,841
13, TOtAIS (LINES 9 = 10 F 11 4 12). ittt sttt sttt ettt bt sttt sttt et s ettt sn b st et es st ensessesnsansensesans | ebsstessessessssansessesntas 16,460,999 | ..o 141,355,089 | ..oovoiviieicsreieiiae 329,255 | .o, 18,014,553 | oo 16,790,254 | ..ooovieieiecsia 15,930,836
(@) Excludes$.......... 0 loans or advances to providers not yet expensed.




Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

1971

Cumulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 2007 2008 2009 2010 2011
1. 242,214 242,213 242,213 242,213
2. 103,518 103,534 103,535 103,535
3. 101,439 | oo 114,083 | oo 114,132 | oo 114,132
4. 2000000ttt sttt nt s essenssnbesestestennestentens | enssesiestensessessens KR Kurrreriestenssnsensensenes | sessenreesiesensenseers XK st stes e sienes | st ns 127,726 | oo 142,386 | .ooovvvreereieresree e 142,386
B 20700, iRttt en st n st ssess s e ssenensenssnnentes | sressenssenestenssnssess KK Kunrrsersensentensnssensens | eessensnnsesessensens KKK unrsentsnnsessestensnsens | eesessensansnssesenes XXX otvieierierinsieienns | v ssessesssseens 133,866 | oo 150,327
[T OOy [USSTSURRRTTIND .0, 0, GOl [USRTUTIND .0, 0, GO [T 0,0 S [ D S [ 141,355
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2007 2008 2009 2010 2011
L PTIOT ettt bbb At AR bR AR b AR A ettt st st be s s st tas | Hiebisbastaes st et s s st entnen 242,205 | ..oovoerereeeeeieeeeeeee e 242,214 | oo 242,213 | oo 242,213 | oo 243,251
2. 2007 oottt e bt bRt b a bbb A st e e bbb b s s bbb st st s stentens | ebeesbestesiestes s b s es et saenbas 103,608 | ..o 103,517 | oo 103,517 | oo 103,518 | oo 103,518
B0 2008t R et bR R A R R R Rt s bbbt n bt ntes | srestensnsesten e taees XXX eoeiertreieiesiesiiens | eresseesie s 14,446 | oo 114,092 | oo 14141 | oo 114,141
A, 2000000t R RS R Rttt en st ens | essentesen st et nnee ) 0,9 GO DT XXX tertrrieissiesineiiens | srressesesiesssssssessssssssesssssnsas 141,980 | oo 142,430 | oo 142,430
B 2010, ittt R SRR E RS E R S sttt n bt ntes | srentensesenten e raees ) 0,9 GOSN DU )0, GO DR XXX otvieieiiesissisienns | sveiesesssse s ssessssssssens 149,739 | oo 150,598
8. 207 ettt sttt sttt At e s R R s st et s AR s AR s st s A At R s s At s s st ens s seesent st et sestensansnttensantantansnns | sesssnsnsenssententanees D0, S [ D0, S [ D, S [ D S 159,370
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
2007 ..o esesieesensesnens | eeveraeneeeseeseesaesanees 112,493 | oo 103,535 | cevoveeeerereereeeeeeieies I 1.3 | e 104,904 | ..o 03.3 | ot reestee e senaees | ereereeseesse st saen s snnes | eeveessensesseeseessen s 104,904 | oooveeeee e 93.3
2. 2008.......ieeeeeee e | e 131,436 | oo 114,132 | oo 3,039 | e P2 (8 I TTATT | e BT | et seniens | ettt benes | eevesaens st L 1 OO 89.1
30 2009 ... | e 174,351 | oo 142,386 | ..oocveevercierieeieieaa 4,990 | .o 35 | e 147,376 | oo BA5 | ot sesiens | et | oeresiess e 147,376 | oo 84.5
4. 2010 e | s 180,644 | ...oooveerererreienne 150,327 | oo 2,707 | e 1.8 | e 153,028 | ..o O A 329 | o K70 I 153,360 | .ovovveveereieiereeieieaa 84.9
5. 201 | ereriesisieni s 188,234 | ..o 142,081 | oo 2,755 | i 1.9 | 144,836 | ..ovveeiererersecierenians 76.9 | 16,725 | oo 197 o 161,758 | v 85.9




Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred

SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL

NHCI

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 5
Were Incurred 2007 2008 2009 2010 2011

e PHIOT ettt REER £ R £ EEERSRER e REERR b R et | Hebieb et 3,826 | oo 3,826 | oo 3,826 | oo 3,826 | oo 3,854
2. 2007 768 767 767 767 767
3.

4.

5.

6.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+38) (Col. 91)

1. 2007 ieeeceeseeeseeseeeeessninnens | seeesssieee s {01 664 | oo L0 S, 1.5 | s B74 | oo B3.3 | ettt | eeeerenr sttt ssentnes | reeestest sttt nes B74 | oo 63.3

2. 2008 | s 1,206 | oo 850 | v 28 | e 33 | 878 | oo T2.8 | oot | e | e 878 | o 72.8

3o 2009 .| et 1,564 | oo 1,226 | oo A | 33 | e 1,267 | oo B1.0 | ettt | ettt entnes | erenteneee e 1,267 | oo 81.0

4. 20100 | et 1,426 | oo 1,358 | oo P2 B RN 1.6 | oo (T I L3 A O B [ e | e 1,384 | oo 97.1

B 20711 e | s 1,760 | oo 1,004 [ oo 26 | oo . 1,000 [ i B1.9 [ 236 [ o L. 1,330 | e 75.6




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicare Supp.
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Medicare Supp.
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicare Supp.
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Dental
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Vision
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Fed Emp Health
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Fed Emp Health
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Fed Emp Health
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicare
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Medicare
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicare
NONE

12.MS, 12.DO, 12.VO, 12.FE, 12.XV



Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 5
Were Incurred 2007 2008 2009 2011
T 1o OO ST PP PSSO PR SUSTTTT 238,379 | o 238,388 | .o 238,387 | v 238,387 | o 238,387
102,854 | oo 102,870 | oo 102,871 | oo 102,871
100,649 | oo 113,233 113,282 113,282

..126,724

..141,160

..141,160

IX'CL

132,783 148,969
...................................................................... 140,291
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 5
Were Incurred 2007 2008 2009 2011
e PHIOT et REEE Rttt | Seseeb et 238,379 | o 238,388 | .. 238,387 | oo 238,387 | o 239,397
2. 2007 .ttt R £ R f £ SRR £ SR £ £ 4R R R £ R R 4R £ LR AR AR R SRR RSk E Rt n b et nt st ente | oessesteetnbi et en sttt ees 102,840 102,750 102,750 102,751 102,751
3. 113,464 113,115 113,164 113,164
4. 2009, bRttt ent s ennnsntenines | nentnsinenennennesee KKK [ e XK K 140,819 141,261 141,261
LS OO OO OO PUOOROTPSTSUTSPRRSTSTRRURSSRRPIRI) PRRSISTRSRTRIRTPIND 0, o, GRS VSRRSO .0, GOSN SUTRPRTRRIRTRRTRIED 9, . GO BSOS 148,348 | ..o 149,194
B, 20Tttt enensnnnns | ennsnnesnenensensnne s KAesnrsresenesnennnnennnsane | nensenennenensensenens KK uresersenensnnrsneenenes | erensnneneensensene s XK ersrrsnesensenesnenerensns | rensenssnenensessnne s XKKusnesnesenenssnennnnnnns | eroneenisne s nenes 158,053
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid (Col.5+7+38) (Col. 91)

1 2007 e eseeseisesssesieins | eeesseeeesessenenaeeas 111,428 | oo 102,871 | e 1,358 | oo 1.3 | s 104,229 | oo 93.5 | ettt | eererensennsses st sressentnes | serestese st 104,229 | oo 93.5
2. 2008 | s 130,230 | .o 113,282 | s 3,011 [ e 2.7 | o 116,293 | oo 89.3 |t [ s | e 116,293 | oo 89.3
3o 2009 s | et 172,787 | oo 141,160 | oo 4,950 | oo 35 | e 146,110 | oo BA.B | et [ ettt nines | eeresteee e 146,110 | oo 84.6
4. 2010 | e nes 179,218 | oo 148,969 | ...ovvveereieis P27 £ N 1.8 | e 151,648 | oo L T K 72 ORI B OSSR 151,975 | oo 84.8
B 2071 e | s 186,474 | .o 141,017 | 2,730 | oo 1.9 | s 143,747 | oo L 16,489 | .o 193 | i 160,429 | ..o 86.0




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

U & | Ex.-Pt.2C-Sn A-Paid Claims-Other
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Other
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Other
NONE

U & | Ex.-Pt.2D
NONE

12.0T, 13



Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C:)st OtherZCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($...... 0 for occupancy of OWn BUIlAING).........ccrvrvrirreieieeeee e eseniens [ e 71,536 | coovrverennne 105,199 | cooovereennes 244,064 | ..o | e 420,799
2. Salaries, wages and other bENEfitS..........ccccuuevervciesiiicieeeses s | sveeiveiens 1,031,749 | ........... 1,517,278 | ............ 3,520,084 |..ovveeeerereiennn | v 6,069,111
3. Commissions (less §.......... 0 ceded plus §.......... 0 @SSUMEA)......ooevrrerieeieciesreeieeeiienns | v A2 [ (572 145 [ oo, | e, 249
4. Legal feeS aNd BXPENSES.......cc.iieeieiiericise sttt saenans | sestensensiesienias 7,719 | 11,350 .o 26,334 | oo [ e 45,403
5. Certifications and acCreditation fEES...........cuuuriirirreriiiriresnesieesiesinsessesesees | seessessiesssnessneniens | e | serseesmessesmesssens | o | e 0
6.  Auditing, actuarial and other CONSUIING SEIVICES.......cccvueurrrienieerrinereireissinsesessssssssseees | ereseeseensennens 6,192 | .oovvirennd 9,107 | 21126 | oo [ e 36,425
7. TraveliNg EXPENSES......cvvivrririirrieireietsseie st sse st essessesssssssessessssessess | esssssssessessnens 11,262 [ .ovevrinne 16,561 [.ovoveerrerennn 38,422 | .o [ e 66,245
8. Marketing and adVvertiSiNg.........ccouceeereiiiesiiee e naerens | crenererisesennd 66,688 |....ccovernne. 98,071 | oo 227,525 | .oveveeeeviieeneeenns | e 392,284
9. Postage, express and telePhONE..........c.cc.cuiveieiciieseeeeeeesee et besesessnes | eevesessesenies 50,606 |...ccccvvereen. 74420 | oo 172,656 | ..coovvveerereereieees | e 297,682
10.  Printing and Office SUPPHIES........ceveevcveesieeese ettt s s s sssesssseens | svesssssesensnaas 51,700 | .oevererrnen. 76,030 | covvverenen. 176,389 | ..o | e 304,119
11. Occupancy, depreciation and amortization............c.cccceveveverieiecreeereeesereseseesesessessenes | evveeseesseseseenns TI77 |, 11,436 [ .o 26,5371 | coeveereeeeeeeeeins | e 45,744
12, BQUIPIMENE. ...t sssssssssensnns | coeesssesessesssnns KX I 4814 | .. 1168 | e [ 19,255
13.  Cost or depreciation of EDP equipment and SOftWare...........cc.cocueevreevevecvereeerceeeiensiens | e 137,553 | oo 202,283 | ..o 469,298 | ..o | e 809,134
14.  OQutsourced services including EDP, claims, and other SErvices.........c..ccveuvevvveeesevereees | covervevenans 359,231 | e 528,281 | ............ 1,230,620 | ..o | e 2,118,132
15.  Boards, bureaus and assoCiation fEES............ccvevevevcvieereceesee s | crevresesisseseenes 1,546 | .o 2,273 | oo IV 4T N R 9,094
16.  Insurance, eXCept ON IEAI BSLALE.........cccccvevveverereecc e seseenes | sresresesesseseenas 4513 [ 6,637 |.oovrerernne 15,399 [ oo [ 26,549
17.  Collection and bank SEIVICE Charges...........ceivriveiercveeeie e | creseesssissessenns 2,589 | ..oooivireriinas 3,809 | .o 26,184 | .o | e 32,582
18.  Group service and adminiStration fEES............vurrerrereenerireneeeeseeeseeeseeenessnees | cerneessseeeenns [QTXI1C) ] I—— (21,910)] wvverreerne [(GI0RC1T0) ) SN (R (87,638)
19.  Reimbursements by UNINSUIEA PIANS..........curiuieiinriininrireieceneieesssissesssssssssssssessssssnens | seesessessnsssssssssnsssnssnss | eessssessssssessessssssnssnses | snssssssessessssssssessansns | srreessesssssesssssssssnssns | seseesmssesssneessassnnens 0
20. Reimbursements from fiscal iINtErMEIANES...........cc.vverreernerrrrerrreseeereniens | rerressensessessennnens | sevnsnnssssssnssnnssnsen | cneesesssssnseneeneees | oresnesnesesesesnns | e 0
21, Rl EStALE BXPENSES......cuceereriiceeieiineire sttt ettt et sestensssssnnss | restersessesessestenennies | sesteesnesessessessnsessens | srtsessesiestesenessesseninees | susessessessesestessensests | sessessessesenesesaeneees 0
22, Real EStAtE tAXES......cvcveceecce et | eererer s VIV 3,289 | .o 7,629 | oo | e 13,154
23. Taxes, licenses and fees:
23.1 State and 10Cal INSUrANCE TAXES...........cvuuiveiriiriirieiireiesiesiesiesiesesssesssessssssessens | seesnesinsssnessnessnessnesins | sressessessesssssnssines | coesessinssessessessenss | sessesssnsessnsssnesnnssnnsens | corssssesssenssensseesens 0
23.2 State PremiUm tAXES........ccveicrciiicieeetee ettt snsenaes | srtesesissessesaens 1,063 | 1,563 [ .o 3,626 | .o | e 6,252
23.3 Regulatory authority licenses and fEES..........corrirrerrireineneeeneineiseeseiseesssiesinees | reereeseessseseesseseses Z/ 3 (7N (O 5,048 | ..o [ 5,058
234 PaYTOll fAXES......cerereireceeieiseeietse ettt sttt sttt s st snens | eiessestessnssessestananens | reesestenenessestansnnsesses | eesesesnssessentsnsessentns | seeseesessensnessessessnnsnees | soeteessesinssessneasies 0
23.5 Other (excluding federal income and real estate taxes).........ccoevevvvreereiesnieiens | eeveieieiieinns 62,898 |....ccovvrerne. 92,497 | .......... 11,527,308 | ..o | v 11,682,703
24. Investment expenses NOtINCIUAEd EISEWNETE...........c.cuivevcicieiiseeseeseie e [ e | ervenieisssesesesenes | srnsesessssssseseissens | siesiessssesessssssssssssens | evvesissessssessessssnsees 0
25, Aggregate Write-ins fOr EXPENSES.......c.cciviveierciisieesee et ssbesses e sssens [ aesressesesinsns 34,259 | 50,380 | oo 112,993 [ 0] i, 197,632
26. Total expenses incurred (LINES 110 25)........ccccvieieueriesieeisesee e essesssssens | everiennns 1,899,538 | ............ 2,793,436 | .......... 17,816,994 | .....cooovvriiinn 0 |(a)......22,509,968
27. Less expenses unpaid December 31, CUMTENt YEAN........c.cceuvrverererrernirsieseeesssiesessssenss | cenvesseneiienns 82,196 | .oovverenne 118,052 | ..cvvviririnnn. TA8T | | e 207,429
28.  Add expenses unpaid December 31, PriOr YEaI.........ccceeueeicrresiesiesessiesesessssessessenes | cesvessenesinenns 33,103 | e 150,800 | .ovovvrveee 101,888 ..o | e 285,791
29.  Amounts receivable relating to uninsured plans, PriOr YEAI.........ccvveveerereierenennenns [ eervessesieisesenesiens | erveseisssiesesesenes | e | siesiesssssensssssssssees | oo 0
30.  Amounts receivable relating to uninsured plans, CUMTENE YEAI...........covvvererrerrereieierieres [oieisierieisesesiesiess | ereriessssssesessssesesies | srossessesesssssssessessnsens | sessesssssnessessssensassess | eosesssssssessessessssaseas 0
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30).......cc.ccceueevercercsecies f v 1,850,445 |............ 2,826,184 |.......... 17,911,701 oo (U 22,588,330
DETAILS OF WRITE-INS
2501. Aggregate Write-Ins for INSUraNCe EXPENSES.........ccvverviveieieriesiseiessssiesessesssessssessens | coressessnssens 34,259 |, 50,380 | coevrrrene. 112,993 [ .o | e 197,632
2502, sttt | seestenss et ens | seeneseenss s eneses | certenes s enssenns | e | e 0
2503, st | seestsennsenesi s neniens | seenesennss e eneses | cersenernenss e enssenns | e | e 0
2598. Summary of remaining write-ins for Line 25 from overflow page........c..ccovvevevevecrerieeees | ovvververeiieeeenisins (1] I (01 (0] (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 8b0VE).......ceiveieiiiieereiieisresenes | e 34,259 |, 50,380 | ..covvveeen. 112,993 [ 0] e, 197,632
(@) Includes management fees of §.....11,173,747 to affiliates and §.......... 0 to non-affiliates.
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Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year

1. U.S. government bonds
1.1 Bonds exempt from U.S. tax...
1.2 Other DONAS (UNAFFIIALEA)........eververerrereirrerrie ettt
1.3 Bonds of affiliates
2.1 Preferred stocks (unaffiliated)

211 Preferred StockS Of @ffiIAtES...........cvviviieiieiciec sttt
2.2 CommMON SLOCKS (UNGMMIHAIEA). ... .. vereerereirrerie ettt sttt ettt ens s ssessenss | aetessssssessessasssnssessasssnssent st nssestensns | nessstssssnssassansessess st e st essanssnssessnes
2.21  Common stocks of affiliates
3. MOMGAGE I08NS.......coererieiereeiseeeseee st sseee et ss et ss e s s b s8R s Rt een
4, Real estate
5. Contract loans
6.  Cash, cash equivalents and Short-term INVESIMENLS...........cccueiiveieiieieee st () IS (VZNACK) | RN 75,442
7. DEriVAtiVE INSITUMENES. . ... ceurieieceeie ettt s bbb (D) | e e
8. Otherinvested assets
9. Aggregate write-ins for investment income
10, Total groSs INVESIMENE INCOME........cvieiieeieeiit ittt ettt ss e sese st sesens s st essessesssssssss et snses et s st s essnssnssnsenssssnsensessnsas
10, INVESIMENT EXPENSES. ... eecercerereeectseee et sttt es e b st b s es s8££ e84 E £ R84 E £ R e £ 842 E e E 8428 EE e84 iR 42 bR e R b2 bAoA bbbt

12.  Investment taxes, licenses and fees, excluding federal income taxes
13.  Interest expense

14.  Depreciation on real estate and Other INVESIEA @SSES..........cceieiciiiicee ettt et s ettt bbb e ae bbb s b b s s e s st sae st i

15.  Aggregate write-ins for deductions from iINVESIMENEINCOME. ..........c.iuiiieiiiiictc ettt s bbb bbbttt

16.  Total deductions (LINES 11 trOUGN 15)......cvcicuiieeciieisete ettt ettt se s s s s s st et e bbb s s s e sas s st essesnsstessesanssnsssessnsnnsns | esisbissssssssessnssssessessntensessesanssnsans 0
17.  Netinvestment income (LINE 10 MINUS LINE 16)...........cueriuiuereeieriieieeieiiisites ettt ettt sbens s ssessessssentessesssessessesssssssassessessssessessssnsessessessnns | sressesiessesisssssessessssessessesanes 83,100

0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)

)
)
)
)
(e) Includes $.....492 accrual of discount less $.....494,265 amortization of premium and less §......... 0 paid for accrued interest on purchases.
( Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium.
(@) Includes§.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.
(h) Includes§.......... 0 interest on surplus notes and §......... 0 interest on capital notes.
() Includes§$.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Realized Change in
Gain (Loss) Other Total Realized Change in Unrealized
on Sales Realized Capital Gain (Loss) Unrealized Foreign Exchange
or Maturity Adjustments (Columns 1 +2) Capital Gain (Loss) Capital Gain (Loss)
1. U.S. government DONGS..........ocovvevevcveeeevereiseeceeescesesese s

1.1 Bonds exempt from U.S. tax
1.2 Other bonds (unaffiliated)
1.3 Bonds of affiliates
2.1 Preferred stocks (unaffiliated)
2.11 Preferred stocks of affiliates

2.2 Common stocks (unaffiliated).
2.21 Common stocks of affiliates....
3. Mortgage loans...
4. Realestate..........
5. Contract [0ans..........cccccveuverrirerernersiereeseese s
6. Cash, cash equivalents and short-term investments
7. Derivative instruments
8.  Otherinvested assets
9. Aggregate write-ins for capital gains (losses)
10.  Total capital gains (losses)

0998. Summary of remaining write-ins for Line 9 from overflow page.....| cooocveeierervesiciennad 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).......ccoeeee | ovreeriiiisiieicinad 0
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Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

EXHIBIT OF NONADMITTED ASSETS
1

Current Year
Total
Nonadmitted Assets

2
Prior Year
Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col.2-Col. 1)

© ® N o

1.
12.
13.
14.
15.

16.

17.
18.1
18.2

19.
20.
21.

22.

23.

24.

25.

26.

BONAS (SChEAUIE D)....ovevvvreriiirieireeisteie ettt essesssnssnsnns
Stocks (Schedule D):

2.1 Prefermed SIOCKS. ......cvuuieeieieeceeceetee et
2.2 COMMON SIOCKS.......vvurerrirnresresseessessese st
Mortgage loans on real estate (Schedule B):

3.1
3.2 Other than firStlIENS.........c.cviririiier e
Real estate (Schedule A):

41

FIFSEHIBNS. .....ocvvveeiect ettt bbbt bbb as

Properties occupied by the COMPANY.........cccieriuriniinereienee e seies
4.2 Properties held for the production of INCOME.........c.vvreurrerririenerree e
4.3 Properties Neld fOr SAlE..........couuiririreireie ettt

Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChedul DA)...........ccciieieieieeieeee e

CONrACTIOANS. ...t
Derivatives (SChedule DB)..........cccccuiieieieisis ettt snan
Other invested assets (SChedule BA).........c..ocuieeneiineire et eseseeessesens
Receivables for SECUMHIES...........cuiiicre e
Securities lending reinvested collateral assets (Schedule DL)............cccvcueevevereenereeiieiennnes

Aggregate write-ins for iNVESted @SSELS.........cccuivieiiieree s

Subtotals, cash and invested assets (LINES 110 11).......ccuccrieieiieieeseeeseee e
Title plants (for Title INSUIEIS ONIY).......c.ocvcvcierieeieiesse ettt
Investment income due and aCCIUEA............cccoriririneineiieii e
Premiums and considerations:

15.1 Uncollected premiums and agents' balances in the course of collection.......................

15.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt Vet AUB........c.overeriirrreeeere e

15.3 Accrued retroSpective Premiums...........ceeeereeneereerneeneeneeeenceneeneese L
Reinsurance:

16.1  Amounts recoverable from FEINSUIETS............ocuerieriimierieririreinieeiesieseesesseessseeseeiees
16.2 Funds held by or deposited with reinsured COmMPaNIes.............coeveveveieereicrririreieeinnas
16.3 Other amounts receivable under reinsurance CONracts..............ccovveeriineeeiniineniis
Amounts receivable relating to UniNSUred PlanS...........ovcerierinrrineneeese e
Current federal and foreign income tax recoverable and interest thereon..............cccccvvveunnee
Net deferred tax @SSeL.........cii s
Guaranty funds receivable or 0N depOSit............ccuercuirrieieiiiseeee e
Electronic data processing equipment and SOftWare...........cccoceveverenireievessese s
Furniture and equipment, including health care delivery assets..........cccovveveviveerrevirecinnnen,
Net adjustment in assets and liabilities due to foreign exchange rates..........ccoccocevververennen
Receivables from parent, subsidiaries and affiliates...........ccocvevirieieieeieiesceeeee
Health care and other amounts receivable..............cocvininiiiices

Aggregate write-ins for other than invested assets..........ccoveveieiceeseeee e

Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LIneS 12 through 25).........ccueieeeicirciieiesiee st

From Separate Accounts, Segregated Accounts and Protected Cell Accounts.............c........
TOTALS (LINES 26 AN 27)......ouiveercrerireeicisiestesise st sses s sss s sses s ssesss s ssessnsans

1103, oottt
1198. Summary of remaining write-ins for Line 11 from overflow page...........ccccoevervrrerevernrneiens
1199. Totals (Lines 1101 thru 1103 plus 1198) (Ling 11 8D0VE)......civeeviireriicie e

2503, oot
2598. Summary of remaining write-ins for Line 25 from overflow page.........cccoovveverevercvvereeriennn.
2599. Totals (Lines 2501 thru 2503 plus 2598) (Ling 25 @ahOVE).........cevviviieircieiisieicsies s
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Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year

Prior First Second Third Current Member

Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health maintenance OrgaNIZAtIONS............cccuiuiueiiieieieicie ettt s s b b s b s s s st s tesessnsesanes | suesessssesesnsessssnsesesnsnsesanna 63,501 | .o 63,732 | oo 65,068 | ...covvieriieieeiad 65,542 | ..o 66,108 |[...covieevieeeceeines 779,034
2. PrOVIET SEIVICE OFGANIZALIONS. ........cuiveiiecieiiicreiss ettt ettt bbbt st bbb s s b bR b st s b et s et e bt sese b bsssebes s aebebans | nesebessssesasassebesssesessssstesessesessansass | sbessssesesassssesssssesassssesessssesesssetesss | 4ebessesesnssssesessssesessesesessntesesnsesasans | ebessessssssesesassesessssetesassesesssnsesessese | sestesessesesssssesesssesessssetessssesessssnses | nebessssesesassesessssesesasastesessnsesesanaesens
3. Preferred ProVIAEr OFGANIZAtIONS............c.eiuiiieiciieieiie ittt bbb s st bbbt s s b s s s s st s st s s b entes s | sbstessessstessessssessessessssassessessntessesse | stsssessessssessessesansesebsssessessessnsassesss | abessessessssessesetastessesestessesassensessenas | sbessessesessessessssentes et st ensesssensessesss | Sbessesntessesesst st st en b st es e tentessntes | Shessesetest et et et s ettt et
4. POINE OF SBIVICE. ...ceuverririiiiscie etttk bbb ns | etReeeRE R st R Rt sttt | HeeReee Rttt | £eseb ettt ee | Sehteee ettt bbbt | eeRe Rt | free e
D INGBMINILY ONIY ..ottt ettt ae b bbb bbb s bbb bR b et s e bbbt s At b et e s s sesesanaebesansets | Shebebintetesetetesssebes e seteb s aebesnsesesas | ebessetesisantetessetesssentebassetetessesebasans | abessebesstesessetesessebes s etebensebetesins | sebetessesetasstetessesetasstebesssesesenaetes | netetessetetassetesas st etes et et asesaebensetetens | sbebetetesisaet s st et et s b b r et e s s b b e
6. Aggregate Write-ins fOr Other lINES Of DUSINESS.........c..cuiuiiieieiiieie ettt bbbt snsens | sbssbessessbsssass st snt st st en s nanes 0 | o 0 | oo 0 ] oo 0 ] oo 0 [ et e 0
o TOAl sttt E R AR 4RE AR R R e Rt eR R et ent et et ennen st s nnennns | sniesessneesenaneensenneanneneeeni 63,501 | oo 63,732 | oo 65,068 | ..o 65,542 | .o 66,108 | ..o 779,034

DETAILS OF WRITE-INS

0O PO OO OO OO POP OO OO OO OPO OO OSSPSR PP OOP ORI
L0 O P O PO PO PO OO P OOTTSTPTRTRR
0803, ...oeeeoeeereeeseeee st R LRSSkt een s | e LRSS R bR i | HEseteR iR RSkt | HEsee R Rttt | ekt etk | Seebeeee et | eeesb et
0698. Summary of remaining write-ins for Ling 6 from OVEMIOW PAGE............coiueiciciiieeiise ettt saesse s | stestessesssssss s sss s s ssses e aenes 0 [ e 0 | e 0 | e 0 | oo 0 [ e 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE B @DOVE).......vereruiresresarsssesseiassersessssssessessssesessessessssssssssssasssnsssssassenssssssssessassansss | sssssssssesssssssssssessansssssessessansssssns 0 | o 0 ] o 0 ] oo [0 OO 0 | e 0




Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

NOTES TO FINANCIAL STATEMENTS

1. Organization and Significant Accounting Policies
A. Nature of Organization and Ownership

Priority Health Government Programs, Inc., (PHGP or the Plan) a nonprofit HMO established effective October 1,
2002, is a wholly owned subsidiary of Priority Health. Priority Health Government Programs, Inc. has over 66,100
Medicaid and MIChild members as of December 31, 2011. PHGP provides coverage for medical, hospital and other
health care services to Medicaid and MIChild subscribers as a health insurance product in conjunction with the State
of Michigan’s programs.

Priority Health is a nonprofit, nontaxable health maintenance organization owned primarily by Spectrum Health
(Priority Health’s 95% shareholder), as well as Munson Healthcare and “The Healthshare Group”.

The agreements with certain participating providers call for reimbursement at various capitated rates or percentages of
fees, less applicable member copayments, coinsurance or deductibles, on a current basis. The agreements provide for
contingent reimbursement to participating providers based upon the results of operations within their defined risk
pool. In the event the risk pool’s utilization of medical costs is less than budgeted levels, the providers may share in
the surplus, as defined in their respective agreements, and be eligible for the return of previously withheld fees. In
addition, the Plan provides for a quality incentive to be paid to certain providers contingent upon achieving specified
quality goals.

PHGP’s statutory-basis financial statements are prepared in accordance with accounting practices prescribed or
permitted by the State of Michigan Office of Insurance and Financial Regulation (OFIR). The National Association of
Insurance Commissioners (NAIC) revised the Accounting Practices and Procedures Manual in a process referred to
as Codification, effective on January 1, 2001. It is the intent of the NAIC to publish a new Accounting Practices and
Procedures Manual annually. The latest version of the manual is as of March 2011.

The NAIC manual requires insurers to fully disclose and quantify any deviations from the practices and procedures
adopted in the manual. HMOs must prepare their financial statements in accordance with this guidance except as
modified by OFIR. OFIR provided a transition period (a prescribed practice) for certain statements of statutory
accounting principles (SSAPs) found in the NAIC Accounting Practices and Procedures Manual. There is a full
adoption and application of applicable SSAPs.

Beginning in 2007, the State of Michigan included within premium payments to the Plan various transfer programs.
This requires the Plan to pass certain amounts collected as part of premium from the State of Michigan to various
health care providers, as determined by the State. Although there is no risk associated with the transfer, OFIR
requires the Plan to account for the premium receipts as revenue and the subsequent hospital pass through as medical
expense. This results in additional revenue and expense of $48,327,000 in 2011 and $45,293,000 in 2010. The
related increase in claims unpaid liability for the year ended December 31, 2011 and 2010 is $5,903,000 and
$5,545,000, respectively. There is no impact to net income.

B. Use of Estimates
The preparation of financial statements of HMOs requires management to make estimates and assumptions that affect

amounts reported in the financial statements and accompanying notes. Such estimates and assumptions could change
in the future as more information becomes known, which could impact the amounts reported and disclosed herein.
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Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

NOTES TO FINANCIAL STATEMENTS

C. Accounting Policy

1.

2.

S0 PN L AW

11.

All short-term investments have been classified in accordance with National Association of Insurance
Commissioners (NAIC) guidelines and are stated at amortized cost for financial statement disclosure.
Investments consist of bonds that are carried at amortized cost. The cost of bonds is adjusted for amortization
of premiums and discounts to maturity using a level-yield method. Realized gains and losses are determined
using the specific identification method and are included in operations. The fair value of investments is
determined based upon quoted market prices. Currently, the Plan does not hold any long term bonds or other
investments outside of the statutory requirements.

Common Stocks are Not Applicable

Preferred Stocks are Not Applicable

Mortgage loans are Not Applicable

Loan-backed securities are Not applicable

The Plan does not have investments in subsidiaries, controlled, or affiliated companies.

The Plan does not have minor ownership interests in joint ventures.

Derivatives are not held by the Plan and therefore this disclosure is Not Applicable.

The Plan does not anticipate investment income as a factor in the premium deficiency calculation, in
accordance with SSAP No. 54, Individual and Group Accident and Health Contracts.
Under traditional arrangements, health care costs are recognized as expenses when services are rendered
including, based on historical data, an estimate of costs incurred, but not reported at the balance sheet date.
Under capitation arrangements, health care costs are recognized when accruable under the providers’
respective agreements. Adjustments to previously rendered claims reserve estimates are reflected in the
statement of operations in the period in which the estimates are revised. Such reserve adjustments consist of
restatements of claims estimates and changes in margin associated with these estimates and could be material
in the future. Given the nature of the health care costs and provider billing requirements, as defined by the
participating providers’ agreements, amounts accrued at year-end are paid predominantly in the following year.

12. The Plan has not modified its capitalization policy from the prior period.

2. Accounting Changes and Correction of Errors

A.

Material Changes in Accounting Principles

The Plan does not have any material changes in accounting principles and/or correction of errors in the reporting
period.

A.

Cumulative Effect of Changes for the Implementation of Codification

The State of Michigan has adopted the provisions of NAIC SAP reporting manual for Health Maintenance
Organizations (HMO). HMOs within the State of Michigan, including Priority Health Government Programs, Inc.,
have adopted these provisions as prescribed.

3. Business Combinations and Goodwill

SO >

Not Applicable
Not Applicable
Not Applicable
Not Applicable

4. Discontinued Operations

The Plan has no Discontinued Operations to report.
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Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

NOTES TO FINANCIAL STATEMENTS

S.

10.

11.

12.

Investments

Mortgage Loans --Not Applicable

Debt Restructuring -- Not Applicable

Reverse Mortgages -- Not Applicable

Loan-backed securities —Not Applicable
Repurchase Agreements -- Not Applicable

Real Estate — Not Applicable

Low-income Housing Tax Credits — Not Applicable

OFmoOw

Joint Ventures, Partnerships and Limited Liability Companies
The Plan has no Joint Ventures, Partnerships, or Limited Liabilities Companies to Report.
Investment Income

This note is Not Applicable to the Plan as no income due is past its due date and no investment income was
non-admitted.

Derivative Instruments
This note is Not Applicable to the Plan.
Income Taxes

The Plan is exempt from federal income taxes as an organization described under Internal Revenue Code Section
501(c)(4). Therefore, income tax expense has not been recorded.

Information Concerning Parent, Subsidiaries, Affiliates, and Other Related
Parties

A,B,C,D,E,F,G

The Plan has a management contract with Priority Health Managed Benefits, Inc. (PHMB), an organization related
to the Plan through common ownership, to provide certain management services. The management fee incurred by
the Plan was $10,317,000 in 2011 and $10,226,000 in 2010.

PHGP also has a management contract with Priority Health, to provide certain management services. The
management fee incurred by the Plan was $857,000 and $987,000 in 2011 and 2010, respectively.

Rental payments for operating leases are being paid by PHMB as part of the management contract.

Health care costs approximating $42,080,831 in 2011 and $35,287,000 in 2010 were provided to plan members by
related organizations.

Amounts due from affiliates of $129,505 at December 31, 2011, and $807,629 at December 31, 2010, represents
primarily receivables for pharmacy rebates collected by the Plan’s parent. Amounts due to affiliates of $2,015,000
at December 31, 2011, and $2,107,000 at December 31, 2010, are related to amounts owed under the management
agreement and contractual obligations under provider participation agreements.

PHGP did not receive capital contributions from Priority Health in 2011 and 2010.

H--None
I---None
J — None
K — None
L - None

Debt
This note is Not Applicable to the Plan.

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and
Other Postretirement Benefit Plans
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NOTES TO FINANCIAL STATEMENTS

This note is Not Applicable to the Plan.
13. Capital and Surplus, Shareholder’s Dividend Restrictions, and Quasi-Reorganizations

(1) The Plan has 60,000 authorized shares of common stock. Of these shares, 10,000 are issued and
outstanding, all to its parent company, Priority Health.

(2) The Plan has no preferred stock outstanding.
(3)and (4) All stock is non-dividend bearing
(5) There were no restrictions placed on the Plan’s surplus.
(6) This is Not Applicable to the Plan.
(7) This is Not Applicable to the Plan.
(8) This is Not Applicable to the Plan
(9) This is Not Applicable to the Plan
(10) This is Not Applicable to the Plan
(11) This is Not Applicable to the Plan
(12) This is Not Applicable to the Plan
(13) This is Not Applicable to the Plan
14. Contingencies
A. The Plan does not have any commitments or contingent commitments to a SCA entity, joint venture,
partnership, or limited liability company at this time.
B. Assessments are Not Applicable.
C. Gain Contingencies are Not Applicable.
D. All Other Contingencies are Not Applicable.
15. Leases

A. Lessee Operating Lease

This note is Not Applicable to the Plan.
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NOTES TO FINANCIAL STATEMENTS

B. Lessor Leases
This note is Not Applicable to the Plan.

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With
Concentrations of Credit Risk

This note is Not Applicable to the Plan.
17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
This note is Not Applicable to the Plan.

18. Gain of Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially
Insured Plans

This note is Not Applicable to the Plan.

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators
This note is Not Applicable to the Plan.

20. Fair Value Measurements
This note is Not Applicable to the Plan.

21. Other Items

The Plan does not have Extraordinary Items, Troubled Debt Restructuring, or other items indicated as a
requirement for disclosure.

22. Events Subsequent

Subsequent events have been considered through February 29, 2012 for the statutory statement issued on
February 29, 2012. There are no subsequent events to report for the Plan.

23. Reinsurance

Not Applicable
Not Applicable
None

Not Applicable
Not Applicable
Not Applicable

mmonw>

24. Retrospectively Rated Contracts & Contracts Subject to Redetermination
This note is Not Applicable to the Plan.

25. Change in Incurred Claims and Claim Adjustment Expenses
Adjustments to previously rendered claims reserve estimates are reflected in the statement of operations in the
period in which the estimates are revised. Such reserve adjustments consist of restatements of claim estimates
and release of any margin associated with these estimates. Reserve adjustments were unfavorable by

approximately $1,074,000 in 2011, increasing the prior year-end claim reserve estimates of approximately $15.4
million to $16.4 million.
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NOTES TO FINANCIAL STATEMENTS

26. Intercompany Pooling Arrangements
This note is Not Applicable to the Plan.
27. Structured Settlements
This note is Not Applicable to the Plan.
28. Health Care Receivables
A. The Plan’s method for estimating pharmacy rebates relies on the information provided by the pharmacy
rebates manager for invoiced rebates. The Plan’s pharmacy rebates are collected by its parent company

and are included in the Plan’s amounts due from affiliates.

The following table represents pharmacy rebates billed and collected as of the end of each quarter for the three
years ended December 31, 2011, 2010 and 2009.

Pharmacy
rebates as
Invoiced/ Actual Rebates Actual Rebates
Confirmed Actual Rebates collected within 91  collected beyond
within 60 days  collected within 90 to 180 days of 180 days of
Estimated on FS period end days of invoicing invoicing invoicing
12/31/2012  $ 74,000 $ - $ - $ -
9/30/2012 57,000 138,392 - -
6/30/2012 57,000 147,960 48,637 -
3/31/2012 26,000 146,933 41,033 186
510
12/31/2011 117,620 185,569 1,618
9/30/2011 44,814 171,789 53,225 2,838
6/30/2011 70,173 226,167 30,692 11,178
3/31/2011 90,000 239,829 37,741 10,964
12/31/2010 166,885 268,122 34,989 -
9/30/2010 49,034 251,196 26,490 44
6/30/2010 67,804 232,087 27,659 4,037
3/31/2010 62,000 199,910 24,131 168

B.  This note is Not Applicable to the Plan.
29. Participating Policies
This note is Not Applicable to the Plan.
30. Premium Deficiency Reserves
The Plan did not have a premium deficiency reserve as of December 31, 2011 and 2010.
31. Anticipated Salvage and Subrogation

The Plan does not estimate anticipated salvage and subrogation nor reduce any amount from its liability for
unpaid claims or losses.
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1.3
2.1

22
3.1
32
33

34
35

36
41

4.2

5.1
52

6.1

6.2

71
72

8.1
8.2

8.3
8.4

10.1

10.2

10.3

10.4

10.5
10.6

12.1

122

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES - GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer? Yes[X] No[ ]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ 1 NATJ ]
State regulating? Michigan
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No[X]
If yes, date of change: N/A
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2009
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2009
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 06/29/2011
By what department or departments? State of Michigan Office of Financial and Insurance Regulation
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement
filed with departments? Yes[ | No[ ] NA[X]
Have all of the recommendations within the latest financial examination report been complied with? Yes[ ] No[ ] NA[X]
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411  sales of new business? Yes[ 1 No[X]
412 renewals? Yes[ ] No[X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421  sales of new business? Yes[ 1] No[X]
422  renewals? Yes[ ] No[X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ 1 No[X]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3

Name of Entity NAIC Co. Code | State of Domicile
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
721  State the percentage of foreign control %
7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2

Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ 1 No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and locations (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0ocC 0oTS FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Ernst & Young LLP, 171 Monroe Ave., Grand Rapids, MI 49503
Has the insurer been granted any exemptions to the prohibited non-audit services provided by the certified independent public accountant
requirements as allowed in Section 7H of the Annual Financial Reporting Model Regulation (Model Audit Rule), or substantially similar
state law or regulation? Yes[ 1 No[X]
If the response to 10.1 is yes, provide information related to this exemption:
Has the insurer been granted any exemptions related to the other requirements of the Annual Financial Reporting Model Regulation as
allowed for in Section 17A of the Model Regulation, or substantially similar state law or regulation? Yes[ ] No[X]
If the response to 10.3 is yes, provide information related to this exemption:
Has the reporting entity established an Audit Committee in compliance with the domiciliary state insurance laws? Yes [ X] No[ ] NAT[ ]
If the answer to 10.5 is no or n/a, please explain.
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Ernst & Young LLP, Insurance & Advisory Actuarial Services, 5 Times Square, New York, NY 10036
Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ 1 No[X]

12.11  Name of real estate holding company

1212 Number of parcels involved
12.13  Total book/adjusted carrying value
If yes, provide explanation.
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13.3
13.4
141

14.11

14.2
14.21

14.3
14.31

15.1
15.2

16.
17.
18.

19.
201

20.2

21.2

22.2

231
23.2

241

24.2

243

24.4

245
24.6

GENERAL INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?

Have there been any changes made to any of the trust indentures during the year?

If answer to (13.3) is yes, has the domiciliary or entry state approved the changes? Yes[ |

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)
of the reporting entity subject to a code of ethics, which includes the following standards?

a. Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
b. Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

C. Compliance with applicable governmental laws, rules and regulations;

d. The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

e. Accountability for adherence to the code.

If the response to 14.1 is no, please explain:

Yes[ ] No[ ]
Yes[ ] No[ ]
No[ ] NAT[ ]

Yes[X] No[ ]

Has the code of ethics for senior managers been amended?
If the response to 14.2 is yes, provide information related to amendment(s).
Changes involve addition of wording to further clarify certain terms as well as updating references to related policies and procedures.

Yes[X] No[ ]

Have any provisions of the code of ethics been waived for any of the specified officers?
If the response to 14.3 is yes, provide the nature of any waiver(s).

Yes[ ] No[X]

Is the reporting entity the beneficiary of a Letter of Credit that is unrelated to reinsurance with a NAIC rating of 3 or below?
If the response to 15.1 is yes, indicate the American Bankers Association (ABA) Routing Number and the name of the issuing or confirming bank
of the Letter of Credit and describe the circumstances in which the Letter of Credit is triggered.

Yes[ ] No[X]

1 2 3 4
American Bankers
Association (ABA) Issuing or Confirming Circumstances That Can Trigger
Routing Number Bank Name the Letter of Credit Amount

PART 1 - COMMON INTERROGATORIES - BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation

on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties

of such person?

PART 1 - COMMON INTERROGATORIES - FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)?
Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

20.11  To directors or other officers

20.12 To stockholders not officers

20.13  Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):

20.21 To directors or other officers

20.22 To stockholders not officers

20.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

2121 Rented from others

21.22 Borrowed from others

21.23 Leased from others

21.24 Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

22.21  Amount paid as losses or risk adjustment

22.22  Amount paid as expenses

22.23  Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?

If yes, indicate any amounts receivable from parent included in the Page 2 amount.

PART 1 - COMMON INTERROGATORIES - INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 24.3)?

If no, give full and complete information relating thereto.

Priority Health had exclusive control over the securities, however, a third party, Mellon Bank, had actual possession of the securities.

Yes[X] No[ ]
Yes[X] No[ ]

Yes[X] No[ ]

Yes[ 1] No[X]

TN 0
TSN 0
TSRO 0

Yes[ 1] No[X]

Yes[ 1 No[X]

Yes[ 1] No[X]

For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether
collateral is carried on or off-balance sheet (an alternative is to reference Note 17 where this information is also provided).
N/A

Does the company's security lending program meet the requirements for a conforming program as outlined in the

Risk-Based Capital Instructions? Yes [

If answer to 24.4 is yes, report amount of collateral for conforming programs.
If answer to 24.4 is no, report amount of collateral for other programs.

26.1
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248
24.9

25.1

252

253

26.1
26.2

271

272
28.

28.01

28.02

28.03
28.04

28.05

29.1

29.2

293

30.

311
31.2

31.3

321
32.2

PART 1 - COMMON INTERROGATORIES - INVESTMENT

Does your securities lending program require 102% (domestic securities) and 105% (foreign securities) from the counterparty at the

outset of the contract? Yes[ ] No[ 1 NA[X]
Does the reporting entity non-admit when the collateral received from the counterparty falls below 100%? Yes[ | No[ ] N/A[X]
Does the reporting entity or the reporting entity's securities lending agent utilize the Master Securities Lending Agreement (MSLA)

to conduct securities lending? Yes[ | No[ ] N/A[X]
Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the

control of the reporting entity, or has the reporting entity sold or transferred any assets subject to a put option contract that is currently in force?
(Exclude securities subject to Interrogatory 21.1 and 24.3) Yes[X] No[ ]
If yes, state the amount thereof at December 31 of the current year:
25.21 Subject to repurchase agreements

25.22  Subject to reverse repurchase agreements

25.23 Subject to dollar repurchase agreements

25.24  Subject to reverse dollar repurchase agreements

25.25 Pledged as collateral

25.26 Placed under option agreements

25.27 Letter stock or securities restricted as to sale

25.28 On deposit with state or other regulatory body

25.29 Other
For category (25.27) provide the following:
1 2 3
Nature of Restriction Description Amount
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ 1 NA[X]

If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear:
Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's offices,

vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement

with a qualified bank or trust company in accordance with Section 1, Il - General Examination Considerations, F. Outsourcing of Critical Functions

Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address

Mellon Trust Pittsburgh, PA
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3

Name(s) Location(s) Complete Explanation(s)

Have there been any changes, including name changes, in the custodian(s) identified in 28.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:

1 2 3 4

0ld Custodian New Custodian Date of Change Reason

Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
N/A Prime Investments Bloomfield, CT
Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5 (b) (1)])? Yes[ 1] No[X]
If yes, complete the following schedule:
1 2 3 |
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
29.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation

Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.

1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)

30.1 B P 23,047,198 | .ovivrnenn 23,045,119
30.2
30.3

30.4 Describe the sources or methods utilized in determining the fair values:
Pricing Services & Brokers

Was the rate used to calculate fair value determined by a broker or custodian for any of the securities in Schedule D? Yes[X] No[ ]
If the answer to 31.1 is yes, does the reporting entity have a copy of the broker's or custodian's pricing policy (hard copy or electronic copy) for all

brokers or custodians used as a pricing source? Yes[X] No[ ]
If the answer to 31.2 is no, describe the reporting entity's process for determining a reliable pricing source for purposes of disclosure of fair value for Schedule D.

Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]
If no, list exceptions:
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331
33.2

341
34.2

35.1
35.2

PART 1 - COMMON INTERROGATORIES - OTHER

Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? G 33,018
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Alliance of Community Health Plans 24,711
Amount of payments for legal expenses, if any? B 60,867
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Miller Johnson 29,068
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? e 0
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
0
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1
1.2
1.3

14
1.5
1.6

3.1

3.2

4.1

42
5.1

5.2

53

741
7.2

9.1
9.2

10.1
10.2

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earmned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31  Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.

Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1 2
Current Year Prior Year

2.1 Premium Numerator.............ccooeevrvereeveenes [ everineennn. 188,233,144 | oo 180,644,511
2.2 Premium Denominator..........c.cceeeeevveeeven [ ceeieneenn. 188,233,144 | oo 180,644,511
2.3 Premium Ratio (2.1/2.2).....cccceerevrerveriens | evrresrisnesrisriennenne 10000 f i 100.0
2.4 Reserve Numerator....... ..15,930,836
2.5 Reserve Denominator... ..15,930,836
2.6 Reserve Ratio (2.4/2.5)......ccccoeovevmermenrcnns | enrennresmnsrnnnennennnn 10000 [ oo 100.0

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be

returned when, and if the eamings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and

dependents been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?

Does the reporting entity have stop-loss reinsurance?

If no, explain:

Maximum retained risk (see instructions):

5.31 Comprehensive medical

5.32 Medical only

5.33 Medicare supplement

5.34 Dental and vision

5.35 Other limited benefit plan

5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

agreements:
HMO holds harmless provisions of provider contracts, trust indentures.

Does the reporting entity set up its claim liability for provider services on a service date base?
If no, give details:

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

27

Yes[ ] No[X]
Yes [X] No[ ]
Yes[ ] No[X]
Yes [X] No[ ]
F s 1,500,000
S, 1,500,000

Yes [X] No[ ]

R 1,260,869
T 437,134
B 85,500
T 201,608
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

11.1. Is the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ 1] No [X]
11.13 An Individual Practice Association (IPA), or Yes [X] No[ ]
11.14 A Mixed Model (combination of above)? Yes[ ] No[X]
11.2. s the reporting entity subject to Minimum Net Worth Requirements? Yes[X] No[ ]
11.3. If yes, show the name of the state requiring such net worth. Michigan
11.4. If yes, show the amount required. G 9,641,261
11.5. Is this amount included as part of a contingency reserve in stockholder's equity? Yes|[ ] No[X]

11.6. If the amount is calculated, show the calculation:
200% Authorized Control Level

12.  List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

Allegan
Grand Traverse
Hillsdale
Jackson
Kent
Leelanau
Manistee
Mecosta
Montcalm
Muskegon
Osceola
Ottawa

13.1. Do you act as a custodian for health savings account? Yes[ ] No[X]
13.2. Ifyes, please provide the amount of custodial funds held as of the reportingdate.
13.3. Do you act as an administrator for health savings accounts? Yes[ ] No[X]
13.4. If yes, please provide the balance of the funds administered as of the reporting date.
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Statement as of December 31, 2011 of the Priority Health Government Programs, Inc.

FIVE-YEAR HISTORICAL DATA
1 2

2011

2010

2009

2008

2007

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, Ling 28)..........cc.cecvevvereeververeeseieeierieeinns

2. Totalliabilities (Page 3, Ling 24).........cc.cccooververennnce.
3. Statutory SUPIUS..........ccevverrercierreeee e
4. Total capital and surplus (Page 3, Line 33).............

Income Statement Items (Page 4)

5. Total revenues (LINE 8).......ccucueveeicieeeeee s

Claims adjustment expenses (Line 20)....................

© o N o

Net underwriting gain (loss) (Line 24).....................

. Total other income (Lines 28 plus 29)...........cccc.......
Net income or (108s) (LIN€ 32)......cccccvvvvrrverrirerennne.
Cash Flow (Page 6)

13. Net cash from operations (Line 11)......cc.cccevvrerrnnee

Risk-Based Capital Analysis

Total medical and hospital expenses (Line 18).........c..cccveververerersninnnnns

Total administrative eXpenses (LINE 21).......ccoevreeereeviereereeseeeierisesinis

Net investment gain (10SS) (LINE 27)......cccveveererereeereieseeeresesee s

14, Total adjusted Capital..........cccovueveverrereieieeee e

15.  Authorized control level risk-based capital...............
Enrollment (Exhibit 1)

16. Total members at end of period (Column 5, Line 7)
17.  Total member months (Column 6, Line 7)...............

Operating Percentage (Page 4)

(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100 .0

—_

20.
21.
22.
23.

Cost containment €Xpenses...........ccceverveerereeennnn.

Other claims adjustment expenses...........cc.cocoevnnee.

Unpaid Claims Analysis (U&I Exhibit, Part 2B)

24. Total claims incurred for prior years (Line 13 Col. 5

8. Premiums eamed plus risk revenue (Line 2 plus Lines 3 and 5)...............

9. Total hospital and medical plus other non-health (Line 18 plus Line 19)...

Total underwriting deductions (LiN€ 23)..........ccccoeverrerrererserseiresesiseseneens

Total underwriting gain (10SS) (LINE 24)........c.ccevveveerersirriiereeesieecesenns

)

25. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]

Investments in Parent, Subsidiaries and Affiliates
26. Affiliated bonds (Sch. D Summary, Line 12, Col. 1)
27.
28.
29. Affiliated short-term investments (subtotal included

Verification, Column 5, Line 10).......ccccccvvvevvverrerenne

30.

31, All other affiliated...........coovverrrneereerereeereinens

32. Total of above Lines 26 to 31

Affiliated preferred stocks (Sch D. Summary, Line 18, Col. 1)..........c........
Affiliated common stocks (Sch D. Summary, Line 24, Col. 1)......c.cccvvunnee

in Sch. DA,

Affiliated mortgage loans on real estate...........cccocevevvereeeieeesieeieeeine

............... 46,467,953
............... 20,795,452
................. 9,641,262
............... 25,672,501

................. 8,178,900

............... 25,672,501
................. 4,820,631

............... 16,790,254
............... 15,930,836

............... 39,364,707
............... 19,269,479
................. 9,123,217
............... 20,095,228

............... 20,095,228
................. 4,561,609

............... 14,767,605
............... 14,268,061

............... 34,244,152
............... 17,581,694
................. 8,601,063
............... 16,662,458

............. 172,147,008
............. 141,625,878
................. 5,153,086
............... 15,411,435
................. 9,956,609
.................... 347,909

................. 9,961,529

............... 16,662,458
................. 4,300,532

............... 12,672,592
............... 13,026,782

............... 34,207,664
............... 16,149,990
................. 7,325,004
............... 18,057,674

............. 131,436,086
............. 114,355,076
................. 1,672,535
................. 9,477,701
................. 5,930,774
.................... 709,440

................. 8,414,829

............... 18,057,674
................. 3,667,944

............... 11,479,164
............... 11,570,547

............... 24,717,078
............... 13,271,625
................. 6,739,338
............... 11,445,453

............. 112,493,025
............. 103,550,739
................. 1,182,107
................. 6,698,606
................. 1,061,573
................. 1,021,406

................. 6,124,414

............... 11,445,453
................. 3,369,669

................. 7,141,396
................. 7,198,546

NOTE: If a party to a merger, have the two most recent years of this exhibit been restated due to a merger in compliance with the disclosure
requirements of SSAP No. 3, Accounting Changes and Correction of Errors?

If no, please explain:

Yes[ 1] No[ ]
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 Direct Business Only
2 3 4 5 6 7 8 9
Federal Employees| Life & Annuity
Accident Health Premiums and |  Property/ Total Deposit-
Active & Health Medicare Medicaid Benefits Program Other Casualty Columns Type

State, Etc. Status Premiums Title XVIII Title XIX Premiums Considerations| Premiums 2 Through 7 Contracts
1. Alabama.......cccccveeivieririeiein
2. AlaSKa.......cccooeieieieeeee e
3. ANZONA......cocee e
4. Arkansas.........ccoeveeieiereeiinnn
5. California.......cccccoovereervereieiennnnn
6. Colorado.......cccccovvveverireirerennan
7. Connecticut.........ccoeverrerererernnes
8. Delaware........cccocovuererverrirerernn,

9.  District of Columbia..
10.  Florida..

12, Hawalii.......ccooverereeriecveceeae,
13, 1dah0..ecccce
14, MNOIS.......vveveeeirerreieeerese e
15, Indiana......cccocvveveevirreeieeeeees
16, JOWA..eiecicceie s
17, Kansas.......cccoouevveveeeierenisisniennns
18.  Kentucky......oooeeveveerrisieciieinns
19, LOUISIANA......ccovverererireieieieiins
20. Maine.......

21.  Maryland..

22. Massachusetts.
23, Michigan........ccoeeveeieeircisiennns
24, Minnesota.......cceuerverrrerererrinns
25, MiSSISSIPPI..cvuerrreerrerercierisrieienns
26, MISSOUI.....cocvviriirrierieieisienieiaes
27.  Montana.......ccoeeeverneeeneneinens
28.  Nebraska.........ccocoveivrinrnirennnns
29. Nevada.............

30. New Hampshire

31.  New Jersey.......
32, New MEeXiCO......coerverrrrerrererrnans
33, NeW YOrK...oooeeeeseeieessienens
34.  North Carolina.........c.cccoeerervernnen.
35.  North Dakota..........coreverererennen.
36, ONi0...coiccereese s
37, Oklahoma.......cccoovverereririierinn.
38, OrEQON....ceverercere e
39.  Pennsylvania..........c..ccccoveviernnnns

40. Rhode Island....
41.  South Carolina.
42. South Dakota....

47, Virginia.......ceceeveveereeseseesesieenens
48.  Washington..........ccccovervinrnrinnnnnd
49, West Virginia
50.  Wisconsin.

55.  U.S.Virgin Islands.........c.cccconrunne
56. Northern Mariana Islands........MP | ...N..oooioios [ [ [ [ [ L [0
57, Canada........cccooeeverermnnemrmernnennen e ON N [ [ [ [ [ L [0 |
58. Aggregate Other alien.........ccoeec. OT | e XXX oo [ vevvvnrirrrnenn0 [ o0 | O O O [0 [0 |
59.  Subtotal.......cccooeeevereeeceereieeeen [ XXX ] 001,759,709 | a0 ]..186,544,331 a0 | a0 .0 1.....188,304,040 |

60. Reporting entity contributions for
Employee Benefit Plans.........c.ccoceee. | cone. XXX vvoee | eernrinminmennnninnes [ e | e | cvnensnsinsnsnsesnenses | eonseesnsenssnsnnens | sevnsnsssnsssnnsnnes | sonseesssensensssses (01 IS

61. Total (Direct Business).............c....... () — 1] (NGNS — 0]..186,544,331 |...ccoovvvvnrinnnnes (O IS, (U I 0].. 188,304,040 | ....cooocvvveneeen. 0

DETAILS OF WRITE-INS

5898. Summary of remaining write-ins for line 58.............
5899. Total (Lines 5801 thru 5803 + 5898) (Line 58 above

(L) - Licensed or Chartered - Licensed Insurance Carrier or Dom : (R) - Registered - Non-domici ; (Q) - Qualified - Qualified or Accredited Re
(E) - Eligible - Reporting Entities eligible or approved to write Surplus Lines in the state; (N) - None of the above - Not allowed to write business in the state.
Explanation of basis of allocation by states, premiums by state, etc.

(@) Insert the number of L responses except for Canada and Other Alien.
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Statement as of December 31, 2011 of e PFiOrity Health Government Programs, Inc.

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

Morth ern Mickigan

spectrum H eslth Sysem Munson HedthCare Fedonal Health
383352553 a8-1362 830 SystEm
o5-2146 751
100% 93|9% 5.5%
Ownership Own ership Ownership 0.6%
Ownerghip
Pricrity Health .
banaged Benefits, Pr'g%??%tgjw”
Inc.
383085182 NAIC-95561
100%
Ownerghip
Friority Health Friarity Heath
i PHMBE Properties, Govemrment Insurance Compart’
Tr”gﬁ;“gggg%@aﬂﬁ LLC Programs, Inc. ) . (M)
3530851 82 JE001e523 201529553
MAIC-11520 A C- 12208
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